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FAR EASTERN 
CONOMIC REVIEW 


Suspicious Lenders and 


Suspicious 


Borrowers 


By the Editor 


EKING’s new trade drive has thrown 
into sharp relief the need for 
western aid to develop the still vulnerable 
economies of free Asia. Vice-President 
Richard Nixon and Prime Minister John 
Diefenbaker are two North American 
statesmen who have recently reiterated 
this theme, and even Mr. Dulles has come 
to the view that economic aid may be 
more important than military assistance. 
Mr. Walter Lippman has perhaps put 
it in the strongest terms. He has argued 
very cogently that for the U.S.A. to build 
up the island of Taiwan as a showpiece 
for democratic capitalist methods is not 
enough: the testing ground between 
communism and capitalism will be the 
vaster, tnore resistant terrain of India. 


These are profound and accurate assess- 
ments of the critical situation in which 
the West and its values find themselves. 
And yet an Indian cabinet minister was 
last month able to complain at a Colombo 
Plan meeting that western nations are still 
improving their standard of life at a faster 
rate than the under-developed countries— 
so that the latter, like Lewis Carroll’s Red 
Queen, have to run as hard as they can, 
merely to stay where they are in relation 
to the advanced countries. 


Meanwhile the involuntary sacrifices of 
the Chinese and the Asians in the U.S.S.R. 
are inexorably enabling their govern- 
ments to accumulate capital at a very 
much faster rate than any Asian 
democracy or western-type autocracy can 
offer. 


Either free Asia will force itself to save 
after the Soviet model, or the West must 
bridge the gap with its own savings. 
Foreign investment is the key to Asia’s 
future. Why is it failing? 


The reaction of Dr. Erhard, architect 
of West Germany’s economic revival, to 
his Asian tour was instructive in this 
regard. He retained his conviction that 
Asia must be assisted, but found reasons 


in each individual case why that country 
did not deserve it. The certitude that 
financial aid would be correctly 
channelled, properly serviced, accompanied 
by sound Government policies was not, 
in his view, there. 

As a good free enterprise capitalist, Dr. 
Erhard is not alone in this opinion. 
Foreign investors, whether private or 
Government, have the understandable 
habit of requiring that their venture into 
strange fields be covered by certain 
guarantees, a certain security of reasonable 
return, certain assurances about their 
mode of operation. 

So far the foreign investor and the new 
nationalist governments of Asia have been 
almost equally blind to the fact that the 
issue between them is of rather greater 
consequence than the question whether 
Mr. Smith in New York gets 4% or 7% 
on his money or whether young Mookerji 
in Calcutta gets a particular grade of job 
with a foreign firm or not. The question 
now is to resolve what the Marxist would 
term this “contradiction” in our economic 
relations. 

That is why the Malayan Government’s 
proposal for a U.N. “Investors’ Charter”, 
reported by our Kuala Lumpur corres- 
pondent on another page, is of such 
compelling interest. Just as Asian 
Governments salve their consciences about 
borrowing money by doing it through 
joint agencies free from the taint of 
attaching “strings” from any one lending 
country, so the idea of giving guarantees 
to the overseas investor must surely seem 
respectable if it carries the blessing of the 
nearest approach we have to a supra- 
national authority. 

This proposal by the Government of 
Tengku Abdul Rahman deserves the most 
careful preparation and drafting. It 
should become the mechanism by which 
the suspicious lender and the suspicious 
borrower can come together to preserve 
the idea of a free society in this continent. 
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| REPORTS OF THE WEEK 


Notes and comment on the week's events in East & S.E. 
Asia, from our correspondents abroad and our staff in Hongkong. 


Malaya’s Bid For U.N. 


Investors’ Charter” 
From D. M. Fenney 


Kuala Lumpur 


HE United Nations’ move on the 
scope of an international “investors’ 
charter,” initiated by Malaya, marks the 
initial success of a major effort by Malaya’s 
diplomats. Malayan diplomacy has not 
in the past year or so been particularly 
notable, “negative” is a word often used 
in connection with it, but behind the 
scenes there has been a great deal of 
activity connected with the investors’ 
charter. 


Little is known about it outside Malaya, 
and many Malayans themselves have for- 
gotten about it, but the project was first 
mooted by the Prime Minister, Tengku 
Abdul Rahman, at the meeting here of 
the Economic Commission for Asia and 
the Far East. It proposed that a charter 
should be prepared and subscribed to by 
all interested Asian countries and by: the 
principal “investing countries” such as the 
United Kingdom, United States and 
Australia—under the auspices of the 
United Nations. It was also proposed 
that the subscribing Asian countries 
should give guarantees on such matters 
as nationalisation, expropriation, the free 
transfer of profits and penal rates of tax. 


U.N. Resolution 


ECAFE gave the plan a somewhat 
guarded reception and since then Malayan 
diplomats have worked hard to interest 
other countries. This has resulted in the 
resolution before the United Natioas 
Economic and Financial Council asking 
the Secretary General of the Unit2d 
Nations to appoint consultants to find out 
the fields of activity in under-developed 
countries in which foreign and private 
investment is needed and the types of pro- 
jects in which foreign investors may be 
interested in financing. 

Co-sponsors of the resolution are 
Argentina, Australia, Canada, Denmark, 
Japan, Laos, Liberia, Nepal, New Zea- 


land, Pakistan, Peru, the Philippines, 
Sudan and Thailand. Not all the Asian 
nations have been willing, for various 
reasons, to show interest at the moment, 
particularly India, Ceylon and Indonesia. 
There are, however, sufficient names 
attached to show that the project is worth 
pursuing. 

The absence of Britain and the United 
States is not thought to be particularly 
significant here and their absence may 
well be a calculated blessing for it will 
prevent the project becoming involved in 
the cold war. At ECAFE, both these 
countries were sympathetic towards the 
scheme. 


Prime Minister’s Views 


The Prime Minister's views in pro- 
posing the scheme are well known. He 
is keenly interested in getting more 
capital into Asia and realistic enough to 
see that some Asian countries today are a 
poor investment risk. Malaya has not 
done badly so far in the way of attract- 
ing investment but more is needed if 
Malaya is to handle the problems of a 
rising birth rate and too few jobs. 

Eighteen months have been allowed for 
the preparation of the report and it will 
give time to interest other countries in 
the charter. Ag least things are now on 
the move. 


Peking Curbing Exports 
To Singapore & Malaya? 


CCORDING to a Reuter report from 

Kuala Lumpur, ten merchants there 
had received letters from Peking’s Inter- 
national Trade Promotion Board telling 
them that they would get no more sup- 
plies from China. These letters charged 
that “a numbér of measures taken re- 
cently by the Singapore and Malayan 
Governments were discriminately directed 
against Chinese products.” 
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The Board specifically pointed out that 
the authorities in Malaya and Singapore 
had restricted the import of Chinese 
cement and banned the import of certain 
categories of Chinese textiles. 


Export Promotion Campaign 


When Peking launched an export pro- 
mation campaign in S.E. Asia early this 
year, Chinese light industrial products 
were offered to merchants in Singapore 
and Malaya at very attractive prices and 
on easy credit terms. 

Merchants in Singapore and Kuala 
Lumpur could obtain a great variety of 
Chinese products by just walking into 
the offices of the Bank of China in these 
two cities and picking from the samples 
on display what they wished to import. 
Trade with China appeared to be very 
profitable particularly when Peking was 
buying large quantities of rubber from 
Singapore and Malaya. 

During the past few months, however, 
Peking has stopped the purchase of 
Malayan rubber and at the same time has 
dumped more light industrial products, 
particularly cotton textiles, on Malayan 
markets. Consequently, cotton goods 
manufacturers in Malaya and Singapore 
were almost forced oyt of their business 
by the cheap products from China. 

The measures taken by Singapore and 
Kuala Lumpur in restricting and prohibit- 
ing imports of the items which their own 
industries are producing are therefore 
justified although not welcomed by 
Peking. 


No Official Confirmation 


Peking, however, has not yet officially 
accused the Singapore and Malayan 
Governments of showing “an unfriendly 
attitude” towards China. The Trade 
Promotion Board’s letters have not in- 
dicated that this is the end of China’s 
trade with Singapore and Malaya. 

As a matter of fact, Singapore and 
Malaya are ‘getting no less supply of 
Chinese products via Hongkong. The 
Board’s move is therefore calculated to 
justify the suspension of credit consign- 
ments of merchandise to businessmen in 
Singapore and Malaya rather than to cut 
off the supply completely. 

Indeed, there is no reason why Peking 
should restrict her own exports and de- 
prive herself of earnings in foreign 
exchange. 

G. G. Boland (Singapore) writes:— 
At the end of last week there was still no 
clarification on the position of trade 
between China and Singapore. 
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A number of local importers believed 
China had banned exports to Singapore 
and Malaya and ceased to buy rubber 
locally in retaliation to the ban on 
Chinese textile imports into Malaya. 

Some importers said that they had 
been told through their Hongkong 
sources that their orders for foodstufts 
and fruit could not be met by Peking. 
These imports in the first nine months of 
this year totalled $202.7 million, an in- 
crease of $65.6 million. 

Local rubber dealers, who have been 
prevented from. sending to Peking a 
mission similar to the 1956 one, because 
visas have been withheld, are now re- 
newing their approaches to Government. 


Remittances Drop 


T is well known that there has been 
a marked drop in the volume of 
overseas Chinese remittances sent to 
mainland China since the establishment 
of the communes, in spite of assurances 
from Peking that the money would be 
regarded as the private property of the 
recipients. 

The Kwangchou Jih-pao recently said 
this about returned Overseas Chinese 
joining communes: “Their overseas re- 
mittances and bank deposits, which belong 
to the category of consumer goods, ‘will 
still remain theirs and: can be deposited 
or withdrawn at any time just as in the 
past. Other consumer goods such as 
radios, jewellery, clothes and furniture 
will also remain privately owned. The 
State, just as in the past, will encourage 
overseas Chinese to send foreign exchange 
back home for investment in the father- 
land and will give reasonable care and 
convenience to this investment.” 

But an official of the Fukien Provincial 
Overseas Chinese Affairs Commission 
declared a few days later in Foochow: 
“If returned overseas Chinese .... 
consciously and willingly deposit their 
surplus money or money which will not 
_be spent immediately with the communes 
or with banks or credit departments, they 
are welcome to do so.” 

Similarly, after stressing the freedom to 
retain property, this official went on to 
say: “However, if the communes need 
houses for the establishment of factories, 
schools, public mess halls and nurseries 
but have not yet built them at present, 
returned overseas Chinese and dependents 
of overseas Chinese should display the 
glorious tradition of ardently loving their 
home villages by temporarily lending to 
the communes their surplus houses or 
houses which are not used at the present 
moment.” 


It is not surprising that one recent 
arrival in Hongkong, an overseas Chinese 
who had been visiting Fukien, was 
reported in the Hua-ch’aio Jih-pao as 
claiming that although he wanted to 
make private use of money remitted from 
abroad, he was “forced” to divert it into 
the commune. Although, as with the 
purchasing of public bonds, such payments 
are described as “voluntary”, this traveller 
declared that people were badly treated if 


they did not obey official recom- 
mendations. 
Exchange houses handling overseas 


Chinese remittances confirm that since 
the mid-Autumn festival, less money than 
usual has made its way to China. The 
indications are that this source of foreign 
exchange is now of relatively less impor- 
tance to the Communists than before. 


Malayan Dollar Drops 
As Sterling Firms 


From G. G. Boland 
Singapore 


HE optimism which was growing in 
Singapore business circles about 
better economic conditions developing by 
the end of the year has received some- 
thing of-a setback. 

Last Tuesday, the Malayan dollar 
weakened against the pound after stand- 
ing ,at its normal top for only 12 days. 
The drop was 1/16th of a penny and the 
Malayan Exchange Banks’ Association’s 
rates are now 2s. 3 15/16d. T.T. selling 
and 2s. 4 1/16d. buying. 

The reason for the drop is the strong 
demand for sterling. The demand _ in- 
creased when the October trade figures 
did not show a surplus, although the 
visible pan-Malayan trade deficit was only 
M$6 million. 

Russia and China have ceased buying 
rubber for the time being and the balance 
of payments position is expected to be 
less favourable. 

The dollar hardened against the pound 
four times between October 18 and 
November 13 having been at its lowest 
level for Z1 months due to the huge gap 
between Malayan import and_ export 
values. 


October Trade Satisfactory 


Malaya’s éxternal trade position pre- 
sented a satisfactory picture in October 
due to a 17 per cent rise in rubber ex- 
ports and 28 per cent increase in tin ship- 
ments, the deficit between import and 
export values was only $5.8 million. 
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Export values were.up nearly 28 per 
cent to $331.8 million, following the 
jump in rubber exports of which Russia 
took 18,933 tons, and was therefore most 
unusually Malaya’s best customer during 
the month. 

The value of exports was the second 
highest for the year and imports, too, rose 
14.7 per cent to $337.6 million. Total 
trade showed an increase of 20 per cent 
over that of September and at $669.4 
million was the highest for five months. 

Less satisfactory was the adverse gap 
of $329.5 million between imports and 
exports in the first ten months of this 
year. It compared with a gap of $234.6 
million in the corresponding period of 
1957. 

Total trade at $6,534.7 million was 
down 10 per cent on last year and was 
the lowest since 1954. Imports were 
worth $3,432:1 million (down eight per 
cent) and exports $3,102.6 million (down 
11 per cent). 

The Federation had a favourable trade 
balance on the ten months of $200 
million, but Singapore’s imports at 
$2,602.5 million were $529.3 million in 
excess of exports. 

The adverse Singapore gap continues 
to grow at a striking rate each year; for 
instance in 1955 it was only $80.6 million. 
While the Colony may be absorbing a 
greater proportion of retained imports, 
the more difficult conditions facing the 
re-export side of entrepot trade are 
obvious from these statistics. 


A Rise In Money Supply 


The money supply in the Malayan cur- 
rency area at the end of October showed 
a rise of $6 million compared with the 
end of September; currency in circulation 
totalled $965.7 million and bank deposits 
$2,391.8 million. 

At the end of October, bank loans and 
overdrafts were slightly down to $795.3 
million while deposits were up $4.2 
million totalling $1,426.1 million. 


Free Exchange In Laos 
From Francois Nivolon 


T was after long negotiations between 
the U.S. and Laos that the financial 
measures put into operation by Vientiane 
from October 10 were decided. These 
measures establish freedom of exchange, 
of financial transfers and of importation 
and exportation of merchandise. The 
National Bank of Laos is henceforth 
authorised to buy and sell U.S. dollars 
without any restriction at the stabilisation 
rate of 80 Kips to the dollar. 
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The reactions recorded in Vientiane as 
well as abroad have been good, on the 
whole, and it is thought that the new 
decisions may cause smuggling to dis- 
appear and clean‘up the market situation 
by putting an end to numerous abuses. 

As M. Phoui Sananikone, President of 
the Conseil du Laos, remarked recently 
to a press representative, the system in 
force before the reform “has revealed 
itself to be defective. It has opened the 
way to underground speculative operations 
and to unhealthy practices which have 
rapidly + spread beyond commercial 
circles.” In fact, a good part of Ameri- 
can aid was deflected from its target. 


Dollar Buyers Disappear 


The buyers of dollars who rushed into 
the banks when the new measures came 
in have since disappeared—for want of 
Kips. The dollar reserves of Laos—$30 
million, according to the balance sheet 
of the National Bank—are largely sufh- 
cient to assure freedom of exchange. 
Other currencies, just as it had been 
decided, are quoted according to the law 
of supply and demand without any 
intervention from the National Bank. 

The fact that one can buy freely the 
U.S. dollar at the fixed price of 80 Kips 
leads one to think that currency quota- 
tions at Vientiane will not perceptibly 
differ from those recorded at other free 
markets, such as Hlongkong and Ziirich. 
As tar as the French Franc is concerned, 
it. can also, since the beginning of 
November, be purchased or sold freely at 
the stabilisation price of 5.25 Francs for 
] Kip, a price which corresponds exactly 
to the official rate of the Franc in 
relation to the U.S. dollar. 

In fact the problem faced by Vientiane 
is more one of Kips than of Dollars. If 
Laos allowed herself to follow a deflation- 
ary policy, she would risk a return to a 
purely rural economy. With this re- 
servation in mind, all the conditions are 
now right for initiating a prudent deve- 
lopment policy for the country. 


Free Trade 


As for foreign trade, import and export 
operations will now be completely free. 
The prophets of rising or falling prices 
are divided according to the sector of 
activity. One will have to wait a few 
weeks to ascertain the repercussions on 
the market. The new measures, at all 
events, have restored Laos to what she 
really is—a small market, of 200,000 


people at the most, for imported products. 

It is equally difficu't to forecast the 
effect of the financial changes on Laotian 
exports—also very limited. 


Asian Oil Talks 


AST year Asia, excluding the Arab 
countries, produced only 7% of the 
world’s oil output. Most countries in the 
Far East lack sufficient petroleum for 
their own needs and have to spend pre- 
cious foreign exchange on importing it. 
Indonesia produces about 315,000 barrels 
a day, British Borneo 116,000, mainland 
China an estimated 31,000, India and 
Burma some 9,000 each and Japan and 
Pakistan about 6,000 each. 

Much importance attaches therefore to 
the Symposium on the Development of 
Petroleum Resources of Asia and the Far 
East, which opened in New Delhi yes- 
terday. Over 100 oil experts from twenty 
countries are discussing, under E.C.A.F.E. 
auspices, how to increase production and 
refining facilities and find new methods 
of exploration and development. 

The meeting should ensure greater co- 
operation in seeing that Far Eastern 
resources are tapped to the full for the 
benefit of all countries in the region. 


Rubber Price Falls 
In Singapore 


From G. G. Boland 
Singapore 


Ee Wednesday, the price of rubber 
touched its lowest levels since mid- 
October reaching the 87 cents level and 
below. 

Although American buying of lower 
grade was good it was not sufficient to 
hold the position and with Russia and 
China out of the market a surplus of 
No. 1 sheet had been accumulated, 

Russia so far this year has lifted 
39,851 tons and in October presented the 
unusual picture of being Malaya’s best 
rubber customer, taking 18,933 tons 
against America’s 15,537 tons, Japan’s 
12,917 tons and the United Kingdom’s 
11,917 tons. 

China was out of the market in 
October, but this year she has already 
bought 64,036 tons out of a total of 
885,313 tons exported in the 10-month 
period. Russia assumed the role which 
China held in August, when with ship- 
ments of 15,469 tons, she was our best 
rubber buyer. 

Japan’s offtake increased to 92,621 
tons and shipments to all Asian countries 
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including India and China formed over 
21 per cent of the total compared with 
164 per cent. 

While shipments to Russia, the Iron 
Curtain countries and Yugoslavia rose 
from six per cent to 10 per cent, those 
to European countries, excluding Britain 
and non-Iron Curtain countries fell from 
27% ‘per cent of the total to 25 per cent. 
West Germany proved an_ exception 
increasing her purchases by 11,512 tons 
to 66,775 tons. 

The U.K.’s off-take of 164,405 tons, 
although slightly up, formed a lesser 
percentage at 1844 per cent against 20 
per cent and Britain and Europe com- 
bined accounted for 43.8 per cent of the 
shipments against 47.6 per cent. 

The recession in the United States is 
reflected in the shipments to that country 
which formed 11 per cent of the total 
against 144 per cent. 

Total exports were 9 per cent above 
those of January/October 1957. 


Malaya Rejoices Over 
Loan From Brunei 


From D. M. Fenney 
Kuala Lumpur 


ALAYA’S Finance Minister, Sir 

Henry Lee, is extremely pleased 
with the $100 million loan from Brunei. 
The Prime Minister has called it a 
“gesture of goodwill and friendliness” 
and care has been taken here to point 
out how much more favourable is the 
Brunei !oan than a loan raised on the 
London market. 

Most of the money will be used on 
rural development, which is needed not 
only from an economic point of view but 
because some of the electors are getting a 
little restive. 

The loan is repayable over 30 years 
and $40 millions will be available next 
April, $40 millions in April, 1960, and 
the remaining $20 millions in April, 
1961. Malaya will repay at the rate of 
3% per cent in the first 15 years and 
4Y, per cent after that. The Govern- 
ment announced that on the London 
market the loan would have carried ‘an 
interest of six per cent. Brunei’s extremely 
generous terms meant a saving of $60 
millions. 

However, doubts are being expressed 
here whether Malaya is not in danger of 
overdoing this loan business so early in 
its life as an independent country. 
The Finance Minister has denied that 
there is any cause for concern. Public 
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debt at the moment is about $700 
millions (roughly 10 months expenditure 
at present rates) and public debt charges 
now total $66 millions a year, or 7.6 
per cent of the expenditure budget. 


Ceylon To Get $2 M 
Loan From Canada 


N agreement was signed recently in 

Ottawa between Canada and Ceylon 
for the provision of a loan of $2 million 
to Ceylon to finance the purchase of 
25,000 tons of Canadian wheat flour. 

Under the terms of the agreement, the 
Canadian Government will advance, at the 
request of the Government of Ceylon, 
funds to the Canadian Commercial 
Corporation to pay for wheat flour 
purchased by Ceylon before the end of 
the current fiscal year. 

The $2 million loan will be repaid in 
seven equal annual instalments plus an 
interest of 414 per cent beginning 
December 1961. The loan is part of the 
$35 million which the Canadian Govern- 
ment has earmarked, in the form of 
credits, to Colombo Plan countries. 

Indirectly this wheat flour loan will 
enable Ceylon to buy less rice from 
China. Peking’s propaganda machine, 
however, is too much occupied with other 
assignments at present to “condemn” 
Canada for her “dumping” of agricultural 
“surplus” in S.E. Asia. 


Japan To Offer US$47.8 M 
Loans To The Philippines 


APAN last week decided to offer the 
Philippines long-term loans totalling 
US$47,800,000 for the construction of the 
giant ‘Markina Dam and for the expan- 
sion of tele-communications facilities. 
Under the reparations agreement be- 
tween the two countries, Japan is to pro- 
vide loans amounting to $250 million 
within a period of 20 years. According 
to the Reparations Law introduced by the 
Philippine Government, “all reparations 
payments procured in whatever form 
from Japan will be utilised in such man- 
ner as shall assure the maximum possible 
economic benefit to the Filipino people.” 
Unfortunately, there had been delays 
and arguments in the Philippines over the 
utilisation of the funds since the signing 
of the agreement in May 1956. The 
Philippine Reparations Commission finally 
announced that loans under the repara- 
tions agreement would be granted in 
accordance with the fields of investment 
outlined in the five-year economic plan. 


The Chamber of Commerce of the 
Philippines also submitted the following 
recommendations: 

1. That the five-year social and 
economic development program be used 
as reference points for reparations 
awards; 

2. That the industrial priorities for- 
mula be used in determining the type 
and kind of projects deserving preference 
whenever applicable; 

3. That special care be exercised in 
preventing over-crowding in certain in- 
dustrial fields. 

4. That a body of Filipino bankers be 
requested to help the Commission 
evaluate the credit positions, financial 
qualifications of the applicants and to 
determine the economic and financial 
feasibilities of the projects; 5 

5. That a policy advisory body com- 
posed of representatives from the indus- 
trial, trading, and Filipino banking com- 
munities be constituted to assist the 
Commission in formulating — general 
policies. 

It is time now for action! 


American Aid To Taiwan 
Increased By U.S.$10 M. 


HE U.S. Government has allocated 
U.S.$70 million in economic 
assistance to Taiwan during the fiscal year 
ending June 1959. This is $10 million 
more than Nationalist China received in 
1957/58 but still less than the record 
figure of $96.5 million in 1956/57. 

Taiwan’s economy, however, will not 
be better off than last year because her 
military expenditure has increased. The 
deputy director of the American aid 
programme in Formosa said Taiwan 
could be self-supporting if it were not 
faced with such heavy military expenses. 

The Communist artillery assault against 
the Quemoy islands caused the Nation- 
alists additional expenses which had not 
been anticipated. This gap is being filled 
by American economic assistance. The 
economic aid programme, however, does 
not include direct military aid in the 
form of new weapons. 

Since the bombardment of the offshore 
islands started by Peking on August 23, 
the U.S. has given Taiwan additional 
artillery, tanks, landing barges, jet fighter 
planes and air to air guided missiles. 
Generalissimo Chiang is now maintain- 
ing, with American help, a military force 
of 500,000 men out of a population of 
about 10. million. 

Taiwan’s economy cannot support such 
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a military machine without American 
aid, If the aid from the U.S. could be 
utilized entirely for economic develop- 
ment, the economy of Taiwan can be 
restored to a healthy state. But with 
Communist China determined to 
‘liberate’ Taiwan, it would be foolish to 
weaken the defence of the islands. 


China’s New Principle Of 
Statistics 


By Wyndham Newton 


N the days before the new regime 
came to power in Peking a decade 
ago the Chinese abhorred statistics of any 
kind. Indeed, what reliable figures there 
were on record were almost wholly due 
to foreign statisticians in the Customs 
on the railways and posts, or in mines 
and foreign-controlled enterprises. The 
Communists started out to make a revolu- 
tion in this as well as in all else, but 
there were loud complaints about the 
accuracy of the statistics in the earlier 
years of the People’s Government. 

Now the complaints have much less to 
do with accuracy than with the Party line. 
The statistician, like the judges, the 
scientists and the other experts, must 
adapt his work to the leap forward 
ideology. All achievements must be 
strained to act as a stimulus to still 
greater efforts, and the result often is 
greater mistrust than ever in the official 
figures. 

Hopei province started the new order 
in statistical work and a national con- 
ference last summer decided to “change 
the outlook” of national statistical work 
in three months, and to combine it every- 
where with the political and production 
movements of the masses. The delegates, 
we are told, “came to realise that, pro- 
vided politics assumes command, a cor- 
rect direction was followed and minds 
were set free, statistical work would cer- 
tainly achieve a big leap forward and 
bring about a new situation of vigour 
and activity.” 

The statistical officials were warned 
they must get a proper grasp of the 
character and purpose of the figures as 
an instrument to serve the political 
struggle and the struggle of production, 
and so satisfy both the needs of the State 
and serve the central tasks of localities, 
The Party committees must take the 
accountants in hand and ensure proper 
Party political leadership, and the national 
conference saw to it that statistical per- 
sonnel who did this work purely for the 
sake of statistics were ticked off. All of 
them were warned of the importance of 


712 


“Jetting politics assume supreme conr 
mand.” 

The statisticians, thus inspired, have 
brought forth some fabulous figures of 
bumper crops, especially in the many 
propaganda items of experiments on 
single plots of not much more than a 
mere mou, on which ‘the farmers literally 
dug trenches, filled them with manure, 
and planted the rice so thick that it 
looked like uninterrupted green grass. 

They have also produced some stagger- 
ing figures about the country’s mineral 
resources. Potential iron-ore reserves are 
now estimated to be 100,000 million tons, 
coal 1,500,000 million tons, and phos- 
phorus 30,000 million tons. Statistics up to 
June 1958 indeed proved that China’s de- 
posits, at least statistically, of a number 
of minerals to be among the richest in 
the world. Even the official news agency 
admitted that these statistics made the 
pre-liberation estimates “read like decimal 
fractions.” 

So little had been done before the 
people’s revolution, indeed, that New 
China started almost from scratch. For 
only 18 types of minerals were explored 
in this half-century; in the past eight 
years scores of other minerals have been 
explored. The number of geologists has 
grown from 300 in Old China to 270,000 
at present—excluding millions of peasants 
who also no doubt contributed to the 
statistics. The mass prospecting cam- 
paign registered the location of 90,000 
deposits in 13 provinces from January to 
June this year. 

Among the big deposits discovered 
were the Chingtieh mountain iron-ore 
find in the Kansu Corridor, the biggest 
iron-ore deposit in the mineral-rich North- 
west; lead and zinc in Chingkai, also 
in the North-west; and oil shale in Ho- 
nan province. A whole army of semi- 
trained geologists were active in this pro- 
vince, and prospected some 2,000 deposits 
containing 40 different kinds of mineral 
ores. By May 56 mines were in operation 
in Honan. 


Peking Claims A Surplus 
In 1957/58 Accounts 


HE State Council has reported a 

favourable balance of 590 million 
yuan for the year ended June 1958. In 
its accounts submitted to the National 
People’s Congress Standing Committee 
last week, the Council stated that the 
favourable balance was due to the “rise 
in the total value of industrial output and 
the more careful expenditure by the 
various ministries and government depart- 


ments following the rectification cam- 
paign. 
China’s 1957/58 Balance Sheet-—]j 
Estimated Budgeted Final 
(in million yuan) 
Revenue 30,700 29,390 31,010 
Expenditure 30,550 29,390 30,420 


Surplus 150 0 


590 


No explanation, however, was given on 
why the final expenditure had exceeded 
the budgeted amount by 1,030 million 
yuan. 


China To Produce Over 
150,000 Cars In 1959 


EEKING’S _ statistical reports and 

estimates are always full of surprises. 
Last week, Peking disclosed that the 
First Car Plant at Changchun would turn 
out 150,000 lorries and other vehicles 
next year. 

About two months ago, Peking has 
stated that China’s output of motor cars 
this year would reach 20,000 units and 
that the First Car Plant in Changchun 
alone will produce 18,000 vehicles. The 
same report had disclosed that the 
annual production capacity of the 
Changchun plant would reach 30,000 
vehicles by 1962 or earlier! © 

The official New China News Agency 
claimed: “The mass workers’ participa- 
tion in designing and technical revolution 
will ensure that the new capacity of this 
plant will be achieved without the need 
of further state investment.” 


Industrial Development 
In Malaya 
From D. M. Fenney 
Kuala Lumpur 


HE parents of one million children 
are being told now that they should 
try, where possible, to buy only Malayan- 
made goods for their children. This 
particularly includes school uniforms now 
that Malaya has a textile factory but 
also includes pencils, school books and 
shoes. Principals of schools have agreed 
to co-operate and the Ministry of 
Education has, in some cases, taken a 
rather unusual step of telling schools 
where these Malayan-made materials can 
be purchased. 
lt is an indication that the Government 
is going to make very determined efforts 
to promote Malayan products at the cost 
of imported products and the need for 
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firms who want to sell here to manu- 
facture here as well. 

The latest factory to be announced is 

a $2 million tuna canning factory which 
will be a joint Malayan-Japanese venture 
in Penang. The principal Japanese spon- 
sor is the Kaigai Gyogyo Corporation of 
Tokyo and big shareholders are the 
Federation of Japan Bonito and Tuna 
Fisheries Co-operative Association and the 
Nippon Suisan Kaisha. The factory will 
manufacture fish balls and _ sausage, 
canned and frozen fish and fish meal 
for domestic consumption as well as for 
exports. 
. Fishing will be done exclusively in the 
Indian Ocean so as not to affect locat 
fishing grounds, at the beginning with 
Japanese experts and later with Malayans. 
‘ Also in the new industries field, the 
Associated Chinese Chambers of Com- 
merce has urged the Government to 
sponsor an iron smelting concern using 
both private and public money. It is 
suggested that the iron ore which is at 
present being exported from the big 
Dungun iron mine on the East Coast, 
and ore which will shortly be coming 
from new mines to be opened up, is 
becoming an important factor in the 
Malayan economy. The chambers feel 
that as Japan purchases almost all of it 
Malaya is vulnerable and would be in a 
better position to smelt the ore in this 
country. 

Malaya’s only coal mine, at Batu 
Arang, about 40 miles from here, is 
clearly at its last gasp. Production is 
now down to 4,500 tons a month with 
most of the coal for a cement factory 
associated with it. Only 210 people are 
employed and most pits have been shut 
down. The principal cause is that the 
Malayan Railway, the Central Electricity 
Board and tin mines are now using oil 
instead of coal which is of poor quality. 

The Rubber Replanting Board is now 
looking ‘for a man with the “gift of the 
gab” to persuade the reluctant small- 
holders to replant. He will be responsi- 
ble for personally approaching them and 
explaining the benefits of planting with 
high-yielding rubber, organising radio 
talks and demonstrations. ; 

The Malayan Railway is expected to 
call for tenders for the North Klang 
Straits harbour project in February. The 
scheme costs between $30 and $40 
millions and will provide three deep 
water berths at Port Swettenham, ex- 
panding it into a major Malayan port. 
The United States has lent $30 millions 


at 3% per cent for three years for the 
project, 
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SPECIAL FEATURE 


THE IMPACT OF COMMUNES 
IN CHINA 


By an American Student of Chinese Affairs 


ASTLY increased control over the 

mainland population is ‘implicit in 
the current Chinese Communist formation 
of agro-industrial communes and _ state- 
owned handicraft factories. This first 
step toward forced communization is 
directed toward total state control, organi- 
zation and ownership of mainland assets 
with workers and peasants alike to receive 
fixed wages rather than shares in the 
unit’s productivity. 

The larger agro-industrial units will 
permit easier central direction and indoc- 
trination and will provide for firmer con- 
trol of the activities, work assignments 
and thoughts of China’s masses. 

The move, begun this spring at Mao 
Tse-tung’s behest, appears designed to 
facilitate Communist China’s intense 
drive for status in the socialist camp— 
Peking is the only other nation in the 
camp beside the U.S.S.R. to make the 
claim to be building Communism — and 
to make possible an increased economic 
product supporting Peking’s claim to 
“great nation” status. 


Cooperatives Replaced 


The new “basic social unit” in China’s 
countryside is to be the agro-industrial 
“people’s commune” encompassing “in- 
dustry, agriculture, commerce, culture 
and education and the military,” accord- 
ing to recent Peking announcements. 
The concept is attributed to Mao Tse- 
tung, in keeping with the current cult 
publicity surrounding the Chinese leader. 

According to C.C.P. propagandist Chen 
Po-ta, writing in the mid-July issue of 
the Party’s new ideological journal Red 
Flag, Mao recently directed that the 
C.P.R.’s general course should be to 
“organize industry, agriculture, commerce 
and trade, culture and education and the 
militia— that is, the armed strength of 
all the people—into a large commune 
which should form the basic unit of our 
society.” The development was formal- 
ized on 29 August. 1958 in a resolution 
of the Chinese Communist Central 
Committee. 


According to current publicity from 
mainland China, the first communes were 
organized in April this year in Honan 
with the merging of small cooperatives 
into big ones — the average ratio is about 
10—1. By mid-summer the campaign 
had spread quickly to all of China and in 
early September reports claimed virtual 
completion of the communization in six 
provincial areas. 

Honan, the first to begin, was the first 
to announce completion of the task in 
early September. Virtually all other pro- 
vinces-and minority regions, after hasty 
establishment of experimental communes, 
were also well advanced in the trans- 
formation of their farm. cooperatives and 
collectives and Peking reported that the 
communes would be established through- 
out the nation by harvest time this fall. 

The possibility that the plan for agro- 
industrial communes — like that for 
cooperatives: in 1955—has been contro- 
versial is suggested by the fact that it was 
not reported on in the Party resolution 
on agriculture adopted at the second 
session of the VIII C.C.P. Congress held 
this May. The Party resolution approved 
the controversial 12-year agricultural plan 
only “in principle” and recommended 
that the Central Committee be assigned 
the task of “making revisions that may 
be necessary” in the light of future deve- 
lopments. 

The 12-year agricultural plan, originally 
approved by the C.C.P. Politbureau in 
January, 1956, has been revised at least 
eight times since then and has been the 
subject of some public controversy. No 
direct criticism of the commune system 
has been publicized however. 


Heavy Publicity 


Establishment of the communes on the 
mainland have been accorded rather more 
than normal publicity for a domestic 
topic and broadcasts from Peking have 
beamed the news to all audiences at home 
and abroad. Additionally the official 
Chinese Communist news agency, 
N.C.N.A., has transmitted reports of the 
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development of communes to its domestic 
and foreign consumers. 


The announcements of the completion 
of communal organizations in several 
provinces in early September occasioned 
a peak in broadcast attention with some 
80 separate broadcast commentaries on 
the subject in the week 1 —7 September. 


This accounted for over ten percent of 
all broadcast commentaries over Radio 
Peking for the period. 

The resolution of communes approved 
by the Central Committee of the Chinese 
Communist. Party on 29 August was 
released and publicized heavily on 
10 September —28 separate broadcasts 
carried the information to all audiences. 
In addition to the regular stress in home 
and regional broadcasts, news of the 
communes is broadcast most widely to 
Southeast Asia and to Overseas Chinese 
audiences, without apparent tailoring. 

The rationale advanced for the large- 
scale organization of communes through- 
out China is first and foremost an eco- 
nomic one: Peking on 20 August 
declared that “the superiority of the 
commune system has made it possible for 
the difficult and huge production assign- 
ments to be completed successfully.” 

Just two days before Peking reported 
a People’s Daily comment that the pea- 
sants had begun to realize that “small 
cooperatives could not meet the require- 
ments of the ‘biz leap forward’ in various 
fields, but had l:ecorne an obstacle to the 
development of the productive forces.” 
The paper added that it had become 
“urgent, under these circumstances, that 
the people’s communes” be established.* 
An account of Honan’s experience stated: 

“In view of the increasing demands of 
industrial construction and the need for 
improving the people’s livelihood further, 
the masses of cadres and people recognized 
the urgent need of merging the small co- 
operatives into large ones in order to solve 
the shortcomings involving manpower and 
materials which were being concountered by 
the small farm organizations and to provide 
conditions for “building more, faster, better 
and more economically.” 


* Controversy over China’s ability to meet 
the rash goals for increased agricultural produc- 
tion was exposed publicly by both Liu Shao-chi 
and Tan Chen-lin, the Party’s agricultural 
expert, at the May Congress sessions. Both 
referred to ranking Party cadres who opposed 
“reckless advance” and who were “waiting for 
the autumn harvests to settle accounts.” For- 
mation of the communes and amalgamation of 
small cooperatives seems part of the leaders’ 
attempts to reach the high targets set. There 
is no indication that the disagreement over 
“reckless advance” included disapproval of the 
organization of the communes, although this 
may have been the case. 
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Efficiency Up 20% 


Peking lists the following major advan- 
tages that communes will have over the 
smaller and less ordered cooperatives and 
collectives. 


1. “The working efficiency of the peasants in 
the communes is, in general, 20 percent 
higher than in the agricultural coopera- 
tives,” according to a discussion of the 
question on 1 September. Comment 
stresses the more organized use of the 
available labor in specialized work 
brigades and notes especially the release of 
women for work both in the fields and 
in other communal activities. 

The final break-up of the traditional 
Chinese family system is predicated on the 
widespread development in the communes 
of public kitchens, nurseries, tailoring 
establishments and the like. One province 
alone claims that already seven million 
women have been released in this fashion 
from their household duties for more pro- 
ductive work. Even the aged and infirm 
are to be encouraged to undertake limited 


production assignments geared to their 
infirmities. 
2. Establishment of the more disciplined 


communes will facilitate the ‘accumulation 
of common funds”, according to Peking's 
plans. The ability of the regime, in short, 
to withdraw surplus funds and savings for 
state purposes and, at the same time, to 
supply less goods to the commune which 
instead will be expected to produce its 
own necessities of life, will be considerably 
enhanced. 

3. The Peking regime expects a more rational 

and efficient use of the land in the large 
communes .to bring about large crop 
increases which will in the foreseeable few 
years eliminate the food problem and 
provide first an average of 1,000 and later 
1,500 catties of food per capita. 
At the same time, the planned introduc- 
tion of primitive industry in the 
communes will add to the total industrial 
product and is expected in many things 
to make the commune self sufficient in 
necessary industrial and consumer goods. 
The State will thus be freed to pursue 
the goal of modernized heavy industry 
for defense needs, a goal which is 
currently (September) being reactivated 
on a priority basis. 

4. The introduction of industry into the 
basic farm communities, it is hoped by the 
Chinese Communist authorities, will also 
facilitate the “elimination of differences 
between town and country, industry and 
agriculture and mental and manual 
labor.” The establishment of factory 
brigades within the communes is expected 
to gradually provide the worker nucleus 
for more widespread expansion of indus- 
trialization in China in the future. 


Existing communes, which average 
from 10,000 — 40,000 in membership 
according to local conditions, will have 
the advantage, the Chinese Communists 
declare, of “centralized control and uni- 
fied management” and will develop and 
engage in all spheres of activity, including 
industry, agriculture, forestry, animal 


husbandry, subsidiary occupations, mar- 
keting and supply, credit, culture and 
education, public health, and communica- 
tions. The existing Asiang or adminis- 
trative village is to be replaced by the 
commune and hsiang officials will staff 
the commune. 


Emphasizing the advantages of cen- 
tralized direction and unified manage- 
ment, the commune is set up on the basis 
of work brigades which can be assigned 
and utilized as deemed necessary. 


“Common Ownership” 


A major characteristic of the new 
commune is the system of “common 
ownership” which will universally de- 
prive the peasants of the ownership of 
the few things left to him in the collec- 
tives — private garden plots and _ tools. 
The new commune member will be per- 
mitted to retain only “a small number of 
domestic animals and fowl as private 
property.” ‘The private garden plots, it 
is directed, “will be taken over by the 
operational units [communal kitchens] of 
the people’s communes for cultivating 
grain or vegetables for the joint consump- 
tion of the commune members.” 


The political motivation for the change 
to communal organization clearly includes 
the increased degree of control which the 
Party can exercise over larger units. 
Control which is presumably necessary to 
meet China’s ambitious economic goals. 
In keeping with this, Chinese Communist 
propagandists call for strengthening Party 
leadership and perfecting the Party 
organizations within the commune. The 
Party, Peking adds, must not only con- 
solidate all rank-and-file Party cadres, but 
must also improve the methods of Party 
leadership, fully developing the roles of 
the Party, youth league, and women’s 
organizations. It must also strengthen 
the Party’s ideological-political program 
for the members within the commune 
and develop the “red and expert” Party 
activists. 


Concomittantly, Chinese Communist 
propaganda lists labor discipline as one 
of the major characteristics of the new 
communes. Frequent reference is made 
to imposing “stern control over the ful- 
fillment of the labor quota” assigned 
each commune member. Perhaps the 
greatest lever to be used in controlling 
the commune members is the newly 
adopted wage system whereby members 
who fail to work “enthusiastically” or 
are “lax” fail to receive a bonus — 
deducted from their wages in advance — 
or even to demotion in wage grade. 
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Another important lever of day to day 
control over the commune members exists 
in the para-military organization estab- 
lished in the communes. According to 
an editorial in Red Flag, one of the 
Party’s theoretical organs, commune mem- 
bers are to be “organized along military 
lines, do things the way battle duties are 
carried out.” 


Wages and Bonuses 


A basic difference between the new 
communes and the former collectives is 
the adoption of a wage system for pea- 
sants in the communes. The new organi- 
zations will operate a “basic wage plus 
reward system” to replace the former 
“work-point system” of remuneration 
under the socialist collectives. 


Under the new wage system, Peking 
explains, the amount of fixed wages will 
be paid to members according to the in- 
dividual labor performances and work 
attitude, plus» monthly and seasonal re- 
wards. The commune has also set aside 
funds for rewarding those whose per- 
formances have been adjudged out- 
standing. 


It is in the use of bonuses and rewards 
that the commune leadership can exert 
the greatest control. Eighty percent of 
the basic wage of each member will be 
paid him directly, but 20 percent will be 
withheld, to be returned only in the form 
of a bonus or reward for outstanding per- 
formance. A worker who fails to display 
the proper “enthusiasm” or is lax or fails 
to work the requisite number of days not 
only loses the 20 percent of his basic wage 
already withheld, but runs the risk of 
being demoted to a lower wage grade or 
of having further wages deducted. 


On the other hand, to qualify for a 
bonus, Peking requires that he be 
“obedient, enthusiastic, overfulfill produc- 
tion quotas, struggle against evil person- 
alities and practices, think progressively 
and work at least 28 days per month.” 

According to the draft regulations of 
one commune, “the distribution of income 
shall be based on the principle of en- 
suring high speed in expanded produc- 
tion.” While the regulations call for 
increased wages as the rate of production 
goes up, the regulations prescribe not only 
that the rate of wage increase must be 
slower than the rate of increase in pro- 
duction, but also that when living stan- 
dards reach the level of “well-to-do 
middle peasants,” the rate of wage in- 
crease should be reduced to make possible 
greater accumulation for industry. 
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Some problems are foreseen in the 
wage-income pattern of the communes. 
One involves the expected reaction of 
members of comparatively well-to-do co- 
operatives which are forced to merge and 
hence share their wealth with poorer 
cooperatives. 

The Party Secretary of Shansi Province, 
Tao Lu-chia, writing in the 16 May 
People’s Daily, warned that “the existence 
of markedly well-to-do and markedly poor 
cooperatives side by side might well lead 
to a fierce class struggle.” And a Honan 
conference declared that communes 
should strive to maintain a “reasonable 
ratio between the pay for labor contri- 
buted to agricultural, industrial and 
subsidiary production in order to avoid 
discord between members engaged in 
different types of work, thereby adversely 
affecting the practice of paying according 
to the contribution of labor.” 


Handicrafts, Too 


The handicraft cooperatives too are in 
the process of transformation into amal- 
gamated units known as _ cooperative 
factories or state-owned factories operating 
under the “system of ownership by all 
the people.” 

A report of a national handicraft con- 
ference held in Peking in September 
explained that workers in cooperative and 
local state-owned factories are given back 
their shares in the cooperative and become 
wage workers. The local state-owned 
factory comes entirely within the system 
of ownership by all the people. The co 
operative factory also comes within that 
system in essense, since the members no 
longer own shares and rely entirely on 
wages. 

The report notes, however, that the co- 
operative factory “retains some elements 
of collective ownership,” inasmuch as 
profits of the factory, after taxes, are re- 
turned to the management of the local 
handicraft cooperative. 

Like the agricultural cooperative transfor- 
mation, the changeover of the handicraft 
cooperatives is based on an admitted 
necessity for reorganizing to meet the 
accelerated economic goals. Acknow- 
ledging the difficulty of meeting the 
“heavy orders” for their products, Peking 
claims that it is only by turning them- 
selves into factories, changing the system 
of ownership, further emancipating the 
forces of production and coordinating 
more closely with the national economic 
plans that the handicraft cooperatives can 
achieve mechanized production speedily 
and better serve the country’s socialist 
construction. 


The handicraft conference is said to 
have agreed “in general” that “all handi- 
craft cooperatives should be turned 
gradually into cooperative or state 
factories,” and the change-over is reported’ 
to be underway all over the country. 
Approximately a tenth of the 5,000,000 
handicraft members have been effected to 
date. The reorganization, it is reported, 
is proceeding under the leadership of the 
local C.C.P. committee and with the 
guidance and help of “experienced 
workers provided by the Party organiza- 
tions.” 


Soviet Model 


Peking’s venturesome program to 
amalgamate its agricultural collectives into 
large agro-industrial communes bears 
some similarity to the program for the 
rapid merger of Soviet farm collectives 
begun in 1950 at the initiative of 
Khrushchey, then Politbureau spokesman 
on agriculturai policy. The 252,000 
farm collectives in the Soviet Union at 
the beginning of 1950 were rapidly 
reduced to 97,000 by October of 1952. 

Khrushchev advocated an even greater 
transformation in the countryside, and he 
recommended in 1950 and again in 1951 
the formation of agrogorods or agro-cities 
around which the new and _ larger 
collective farms would be organized.* 
Presumably these .agro-cities were to 
include industrial facilities, as now 
provided in the new Chinese communes. 

The Khrushchev plan of eight years 
ago was undoubtedly more ambitious 


than the current Chinese communal 
program, but it seems at least worth 
considering that the Chinese have 


borrowed from this original Khrushchev 
plan and adapted it to Chinese needs and 
circumstances, a technique which has 
become a hallmark of most Chinese 
comment on the usefuiness of Soviet 
experience. 


Pertinent to possible influence on the 
Chinese of Khrushchev’s original farm 
program is the observation that Chinese 
leaders have been unusually open in their 
approval of Khrushchev’s _ policies, 
particularly his domestic policies. Chinese 
endorsement of current policies identified 


* Although Krushchev’s 1950-51 espousal of 
agrogorods was immediately disavowed by the 
Soviet regime, it was seemingly returned to 
favor in August this year when Izvestia’s 17 
August editorial quoted from Khrushchev’s 1951 
speech and advocated the reconstruction of farm 
villages along the lines advanced by Khrushchev 
in 1950-51. Khrushchev’s specific reference to 
agrogorods however was not repeated in Izvestia. 
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with Khrushchev is often far more direct 
than the customary endorsements from 
the rest of the socialist camp. 
Outstanding in this regard was the 
speech of the C.P.R. chairman, Mao 
Tze-tung, at the 40th Anniversary of the 
Bolshevik Revolution last November. 
Mao, alone among the foreign Com- 


munist leaders in Moscow for the 
anniversary, approved the domestic 
policies identified with Khrushchev, 


including opposition to the “anti-Party 
group,’ improvement of Party and 
political work in the armed forces and 
the decentralization of industry. He 
called the policies “wise measures” of the 
C.P.S.U. Central Committee. 


Tractor Decentralisation 


The most immediate example of that 
devotion to Soviet experience cited by 
Mao as of such importance to the future 
of China, as of other socialist states, 
occurred less than three months later. 
On 1 March, 1958 the Communist China 
news service N.C.N.A., and the principal 
Peking papers, carried extensive passages 
from Khrushchev’s report on the re- 
oiganization of the Machine Tractor 
Stations (M.T.S.) before the February 
plenum of the C.P.S.U. Central 
Committee. 

It was reported at the time that the 
Chinese papers “pointed out the great 
Opportunities offered by the new 
measures.” Just two weeks earlier, 
Peking had publicized an experimental 
program paralleling the Soviet plan to 
turn. over farm machinery to the 
individual farm cooperatives. 

But Peking, aware that implications of 
slavish copying of the U.S.S.R. would 
adversely affect the Chinese population, 
advanced a claim to have adopted the 


program independently of the Soviet 
Union, stating 
(1) that the Chinese experimental! 


program was worked out during 
the first five-year plan, and 

that the program for the de- 
centralization of heavy farm 
machinery “had emerged from” 
economic and social conditions in 
China. 

Peking had suppressed publication in 
China of Khrushchey’s first announce- 
ment (22 January, 1958 in Minsk) of the 
Soviet reorganization of the M.T.S. and 
had publicized Khrushchev’s second 
announcement in late February only 
after N.C.N.A. had released a report on 
China’s own. program based on Chinese 
conditions and needs. 


(2) 
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Planning on the decentralization of the 
M.T.S. must have been well underway 
in both the Soviet Union and China 
during this period. Furthermore, it is 
likely, but not at this time provable, that 
the Chinese leaders also developed an 
interest in Khrushchev’s more advanced 
plans for agricultural development. The 
initial formation of China’s first com- 
mune in April suggests that communal 
plans were being developed at about the 
same time as were those for reorganiza- 
tion of China’s machine tractor stations, 
first discussed in February. 


Communism? 


“ 


Peking’s claim to be engaged in “a 
social transformation leading from 
socialism to Communism,” a claim 
advanced for the first time with the 
advent of the commune system, appears 
on the surface at least to be somewhat 
at odds with its customarily acknow- 
ledged status of “transition to socialism.” 
This latter more modest stage, shared 
with other members of the socialist camp, 
was endorsed officially at the C.C.P.’s 
May sessions of the VIII Party Congress. 

The political resolutions of that Con- 
gress concluded that the purpose of the 
newly-adopted general line was “to build 
socialism.” But closer perusal of the 
chief Congress documents, particularly 
the keynote speech delivered on behalf of 
the Central Committee by Party 
theoretician Liu Shao-chi, reveals some 
vacillation on the question of China’s 
ideological status, with some broad hints 
of a more advanced stage in the offing. 

On at least four occasions in his speech, 
Liu raised the issue of Communism as a 
stage to which China was currently 
aspiring. Taken together, Liu’s argu- 
ment appeared to be that 

(1) China has already completed, in 

the main, its socialist revolution 
on the economic front (in 1956) 
and on the ideological and political 
fronts (in 1957);* 


* China's farms were fully cooperativized in 
1956, according to Peking reports, and were 
transformed into “fully socialist cooperatives” 
or collectives by the following year. This claim 
excludes certain minority areas which have been 
allowed to proceed at a slower pace in socialist 
reorganization. This far exceeded the pace 
originally recommended by Mao Tse-tung on 31 
July 1955 when he called for a reversal of 
China’s conservative agricultural policy. Mao 
had scheduled the completion of cooperativiza- 
tion for 1960 and collectivization within three 
five-year plans. The current drive for the 
formation of communes, by Peking’s own ad- 
mission, is being conducted at an even faster 
pace was the drive during 1955-57. 


(2) The C.C.P.’s new call for techno- 
logical and cultural revolutions 
requires that China’s “constantly 
developing revolution must now 
advance to a new stage”; 

(3) This includes the duty to “con- 
solidate and develop _ socialist 
ownership”; 

(4) In order to achieve these ends, 
the Chinese are currently engaged 
in a “Communist ideological 
emancipation movement” in which 
a “mighty torrent of Communist 
ideas has swept away many 
stumbling blocks”, and 

(5) In Lenin’s words, this is “the 
actual beginning at Communism.” 

Expanding on what Liu Shao-chi 
termed Mao’s belief in - the Marxist- 
Leninist theory of “uninterrupted 
revolution”, Liu argued that “on the eve 
of the victory of the democratic revolu- 
tion” in 1949, the Party’s Central 
Committee had outlined the future: task 
of transforming the “new democratic 
state into a socialist state.” 

The C.C.P. leadership at the Congress 
was obviously reluctant to spell out Liu’s 
implications, as Party doctrine, and the 
Congress resolution stopped at the stage 
of “building socialism.” But just two 
and a half months later, propagandists 
began their reference to China’s transition 
to Communism within the specialized 
context of the formation of agro-industrial 
communes. 

Elite Peking propaganda has boldly 
underscored the fact that with the 
establishment of communes, China is 
actively experimenting with the form of 
Communism. The Central Committee 
resolution (29 August, 1958) approving 
the communes states clearly: 

“Tt seems that the attainment of Com- 
munism in China is no longer a remote future 
event. We should actively use the form of 


people’s communes to explore the practical 
road of transition to Communism.” 


The Central Committee admits that 
the introductory wage system is based on 
the system of “to each according to his 
work” rather than on the Communist 
principle of “to each according to his 
need,” and that the transition to “com- 
mon ownership” may take six years or 
even longer for’the entire country. But 
following this, the Central Committee 
declares, only a “number of years” will 
pass before, 


“Chinese society will enter the era of Com- 
munism where the principle of from each 
according to his ability and to each according 
to his needs will be practiced.” 

At that foreseeable time, according to 
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the Party, “the function of the state is 
limited to protecting the country from 
external aggression but plays no role 
internally.” The Chinese Communists 
therefore hold out the possibility, in the 
“no longer remote future”, of the 
gradual withering away of the state. 
Inasmuch as China ‘has hitherto claimed 
only to be building socialism, or to be in 
the transition to socialism, this appears 
to be a calculated move to mount the 
ideological ladder quickly and attain the 
rung which the Soviets themselves only 
reached in February 1956 when they 
claimed finally to be building Com- 
munism at the XX C.P.S.U. Congress. 
However; even the Soviets have not been 
so forward in their anticipation of 
reaching. the nirvana of Communism. 


Yugoslav Parallel 


In fact, Chinese Communist _pro- 
paganda on both the Communes and the 
ultimate attainment of Communism and 
the withering away of the state seems 
matched only by the Yugoslavs. There 
is a striking parallel between current 
Peking proclamations and the pronounce- 
ments of the draft program of the 
Yugoslav Party this spring.* 

The Yugoslavs, who first established 
communes in 1955 and reorganized them 
in 1957, appear to regard the communes 
as an essential step in preparation for 
Communism and the gradual withering 
away of the state. Arguing—like the 
Chinese—that the state can wither away 
only as its functions are replaced by other 
forms cf socialist organization, the 1958 
Yugoslav Party program explains: 

“As a political mechanism of management 

. . the commune represents a leading in- 
stitution of direct socialist democracy © which 
realizes the government of the working people 
through the working people themselves and 
for them. Taking over the management of 
social activities and having at its disposal the 
resources necessary to carry out these activities, 
the commune is not only and solely a school 
of democracy, but it is that democracy itself; 
it is the basic cell of self-management by 
citizens and their control of their joint 
activities, 

Soviet pronouncements haye generally 
avoided reference to the commune even 
on the theoretical plane. 


* Criticism of Yugoslay revisionism has not 
apparently hindered Chinese awareness of 
Yugoslav experimentation. Both China and 
Poland adapted the Yugoslav system of workers’ 
councils in 1956, but although Poland repudiated 
the system this year, China incorporated it in 
the new constitution of the All-China Federation 
of Trade Unions in late 1957, and apparently 
continues to utilize the form. 
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WORLD OF EAST ASIA 


The Federation of Malaya, fifteen 
months independent, has been ugusually 
realistic in trying to attract foreign in- 
vestment. What is her policy towards 
overseas capital, and what are its chances 
of success? 


Malaya’s Bid For Foreign Capital 


By Dick Wilson 


Y the end of last year the Federation 

of Malaya Government had received 
genuine inquiries from overseas investors 
totalling M$100 million. The target is 
M$3,000 million over the next ten years 
and considerable interest is being shown 
in the response of the Malayans’ attempts 
to attract capital. The recent Mé$l 
million joint Chinese-Australian civil 
engineering and construction venture is 
the latest development. 

On the face of it there is much to 
encourage the. foreign investor. The 
Minister of Commerce and Industry has 
claimed that the “Pioneer Legislation” 
recently adopted in the Federation entitles 
Malaya to assert that her investment 
climate is “at least as favourable as can 
be found in any other under-developed 
country anywhere in the world.” She 
has, for example, taken advantage of her 
good trading balance to guarantee un- 
restricted remittance of dividends and 
repatriation of overseas capital. 

The Government has budgeted to 
spend more than M$75 million annually 
over the next few years on improvements 
to roads, railways, ports, telecommunica- 
tions, postal services, electricity, water 
supplies and other essential services for 
industry. The industrial infra-structure, 
it should be added, is already better than 
in most of Malaya’s neighbours. 


The Pionger Industries (Relief from 
Income Tax) Ordinance, 1958, effective 
from August last, provides for complete 
relief from income tax on a pioneer com- 
pany’s profits for an original period of 
two years from commencement of trade 
or of production in marketable quantities. 
It may graduate from two years’ relief to 
three—and then five—as its fixed capital 
expenditure becomes not less than certain 
specified limits. If it is $100,000 or more 
during the first two years, the period will 
be extended by one year: if $250,000 or 
more, by three years. 


When these measures were being :dis- 
cussed last summer, there was some feel- 
ing among certain local merchants, 
Chinese, Malay and Indian, that foreign 
capitalists were going to be “pampered”. 
The speech by the Minister of Commerce 
and Industry on the final reading of the 
Bill in the Legislative Council is there- 
fore worthy of study. 


“Tt is frequently suggested,” he said, “that 
the amount of foreign capital coming into 
the country into industry should be limited, 
either by fixing a maximum percentage of 
the shares which may be held in any 
company by foreign -capital, or in some other 
way. In view of the extremely large amounts 
of capital which will be required if we are 
to beat the unemployment menace, this is a 
totally unrealistic approach to the problem. 

Limiting the amount of foreign capital in 
any enterprise is tantamount to linking the 
rate of industrial development in this country 
to. the amount of capital which can be raised 
locally. There is no assurance that local 
capital will come forward into industry at 
any particular rate ...” 

But the Minister did make one pledge 
to local capital. 

“All other factors being equal, I am pre- 
pared to give preference to a pioneer factory 
which is financed wholly by local capital. 
Next in order of preference will be a factory 
which is financed: by local and foreign capital 
in partnership. A factory which is financed 
wholly by foreign capital would be given 
pioneer status only if similar proposals were 
not forthcoming from local capital, either by 
itself or in partnership with foreign capital, 
but so far my Ministry has received very 
few proposals in this category.” 

Sixteen pioneer industries have so far 
been designated, including one textile fac- 
tory, three paint factories, two cigarette 
factories, a sulphuric acid plant, a milk 
canning plant and a cement factory. The 
Federation, now 40% self-sufficient in 
cement, expects to be fully self-sufficient by 
April, 1959. A metal factory for making 
paint tins is soon to be constructed. But 
licenses will be: given only for production 
to meet Federation domestic demand, not 
for export, it is expected. 
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This is in frank recognition of the 
Federation’s high labour costs, which are 
locally reckoned to be about twice those 
of Hongkong, for example. The ques- 
tion is whether the local market is large 
enough for certain industries, and 
whether domestic production will be 
sufficiently attractive + commercially. 
Motor car tyres are a good example. 
Annual demand at the moment is for 
100,000 car tyres and 50,000 truck and bus 
tyres, not very much to keep a large 
factory going. However, at least three 
offers of capital have so far been made 
for this venture, which would reduce 
Malaya’s dependence on U.K., West Ger- 
man and Japanese suppliers. 

The Minister, in the same speech, 
declared that his general policy would be 
to issue pioneer certificates in a particular 
industry “only to a sufficient number of 
firms who are able to supply the. total 


——MALAYA’S DEVELOPMENT -—. 


PLAN 
1956-60 
Public Utilities Expenditure 
M $ million 
Road st... 4. hee eee 75 
Railways a. ceteris etre 60 
ROXts? a ot tetcnran ian ieuse een 43 
Civil: Aviation ....... 99) 
Posts: 28. oe ee oe 45 
Telecommunications ...... 55 
Blectricity® ie ges. Jrchucyenn cee 80.1 
Water Supplies 07 semen 69.6 
TOTAL. Syne eat 397.1 


* Government loans to Central Elec- 
tricity Board and Georgetown City 
Council: C.E.B. development expenditure 
during the same period is estimated at 
M $150 million. 


Federation demand from their combined 
production.” This is in turn meant that 
“our factories will tend to be small by 
world standards, and our costs of pro- 
duction comparatively high.” 

Furthermore, “in the case of a few in- 
dustries, a single factory will be able to 
produce the whole of the Federation’s 
requirements for.the goods concerned, 
and in a few cases the smallest economic 
industrial unit of production will be able 
to produce rather more of the goods than 
the ‘Federation can absorb.” 
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This was one problem the Government 
was studying carefully: another was “the 
amount of tariff protection which should 
be given to a local factory which would 
have to. work at lowered efficiency to 
supply the Federation market only, and 
which, if running at full productivity, 
would produce more goods than the local 
market could absorb.” ‘The solutions to 
these problems, the Minister warned, 
“are unlikely to be acceptable to évery- 
one.” 

Sugar and paper are two more candi- 
dates that have been put forward for in- 
dustrial development in Malaya. One pro- 
posal has been for a fibreboard mill 
turning out about 25 tons a day at a cost 
of M$7 million total capital, using rubber- 
wood and forest waste; for a pulp and 
paper mill of similar capacity, requiring 
about M$11 million, cooking padi straw 
and bamboo and incorporating imported 
pulp; and for a smaller strawboard mill. 
The soil and climate of Malaya have 
been declared insufficiently suitable for 
successful large scale sugar growing, 
though it is hoped to build a sugar re- 


finery using imported cane. 


From time to time we shall publish 
translations from mainland Chinese 
periodicals that throw special light on 


One further question is the land for 
industrial development. Lands and re- 
ligion are the two major subjects where 
the individual states’ rights are supreme, 
and not all of them are amenable to 
endorsing the establishment of industrial 
estates. The administrative difficulties in 
allocating land for industry are severe. 

Visiting industrialists and financiers 
usually admitted the advantages which 
Malaya possesses, but have been concerned 
over high wage levels and—even more 
seriously, perhaps—over possible labour 
unrest. Certainly the Hongkong Chinese 
financial community names this as the 
principal drawback. Partly this is attri- 
butable to the propinquity and influence 
of Singapore and the uncertainty over 
the future relations between the two 
territories. 

In this respect it is important to trace 
the trends in the trading relationship. 
The proportion by value of Federation 
trade that comes “over the Causeway” 
from Singapore has been steadily de- 
clining, from 43% five years ago to 38% 
in 1957. In the first half of this year 


economic problems. This one deals with 
complaints about too much compulsory 
saving. 


Accumulation and Consumption 


in China’s National Income 
By Yang Po 
(Translated from Jen-min Jih-pao, Peking, 13 October, 1958) 


HE level of national income basically 

reflects the level of production and 
the strength of the country concerned. 
The distribution of national income is 
decided by the production relations in 
that country. In the capitalist countries 
where the means of production are owned 
by the capitalists the largest. part of the 
national income annually created by the 
toiling -people is privately owned by the 
capitalists and used to maintain their 
prodigious state organs, leaving only a 
very small part to the toiling people. 

In the socialist countries, where there 
is no exploiting class to make unearned 
income, the means of production belong 
to all people and to the collective bodies 
of the working people. For this reason 
the national income annually created by 
the toiling people is wholly owned by the 
toiling people themselves and is 
distributed among themselves. 


Following the rapid growth in 
industry, agriculture, buildings, transport, 
teleccommunications and commerce, 
during the Ist Five-Year Plan period our 
national income showed a rapid increase, 
averaging 9% a year from 1952 to 1957. 
This speed of growth is not only un- 
precedented in China’s history, but 
considerably higher than that of the 
leading industrial capitalist countries. 
From 1952 to 1957 the national income 
of the United States showed an average 
increase of about 2.7°% per year. and that 
of the United Kingdom about 2.9% per 
year. The rapid growth in our national 
income may fully prove the immensely 
superior quality of our socialist system. 

Compared with the major countries in 
the world, the: present level of our 
national income is relatively low. That 
is why the living standard of our people 
must remain low temporarily, and 
definite restrictions must be imposed on 
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only 35°, of Malaya’s imports came 
through Singapore. 

Over the past five years Penang has 
handled a steady 35° of Federation trade, 
and the difference has been made up in 
Port Swettenham. More will be handled 
at the new unloading port four miles 
north of Port Swettenham at Klang 
Straits. Work will begin on this next 
year and the port will probably be ready 
for traffic in 1962. 

Similarly, most of Malaya’s tin smelting 
is now done inside the Federation, at 
Penang and Butterworth, and dependence 
on Singapore facilities in this field is 
gradually being reduced. 

Mr. Tan recently replied to criticism 
from Singapore about the Federation 
imposing its policy towards Chinese 
textiles on Singapore. If Singapore failed 
to co-operate with Malaya, Mr. Tan de- 
clared, “then there is nothing to prevent 
the Federation from imposing its own 
import restrictions upon goods coming in 
from Singapore ...” Clearly the pre- 
sent Federation Government is in the 
mood to stand no nonsense from its 
neighbour. 


the scale of capital accumulation. Never- 
theless, the big leap forward in our 
industrial and agricultural production 
will boost our national income very fast. 
The -living standards of the people will 
continue to show a marked rise and 
capital accumulation will increase 
immensely. As a result, the level of our 
production and the living standard of 
our people will be able to catch up with 
the advanced. countries rapidly. 
Fundamentally speaking, the distribu- 
tion of national income between accumu- 
lation and consumption in the socialist 
countries is for a unified purpose. The 
purpose of accumulation is to increase the 
supply of funds for the expansion of 


production, to encourage the overall leap 


forward of the national economy, and to 
guarantee the ever-growing material and 
cultural needs of, society. Between both 
of them, however, contradictions also 
exist. 

Basically, accumulation represents the 
collective long-term interest of the people, 
while consumption represents their indi- 
vidual temporary interest. To augment 
accumulation, we must more or less 
reduce consumption during a definite 
period. For this reason the correct 
handling of distribution is a major prob- 
lem, which not only affects the speed of 
the socialist construction in China, but 
may lead to a correct solution of contra- 
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dictions among the people. The principle 
which may be used to tackle this problem 
should be “unified planning and overall 
consideration in addition to proper 
arrangement”, proceeding from the 600 
million people. 

Following the rapid growth of our 
national income during the Ist Five- 
Year Plan period both the accumulation 
fund and consumption fund have made 
great headway. A comparison of 1952 
and 1957 reveals that the accumulation 
fund increased by 77% and the consump- 
tion fund 40°%. The ratio of accumula- 
tion to consumption was 19.7 to 80.3 in 
1952 and 23.7 to 76.3 in 1957. For the 
whole five years in question it was 23 to 
77. In other words, the ratio of 
accumulation has been steadily increased 
each year. 


Seeing that the present living standard 
of our people is relatively low and that 
during the past several years accumula- 
tion has grown faster than consumption 
and represents an ever-growing percent- 
age of the national income, some of our 
comrades think that the rate of accumula- 
tion is rather too high, and insist on 
reducing accumulation in favor of con- 
sumption so as to improve the living 
conditions of the people liberally. This 


is an incorrect view. 


First, though the present _ living 
standard of the people has been raised 
considerably compared with previous 
years, it is, we admit, really very. low 
when compared with the advanced 
countries. Fundamentally, this is because 
China’s economy is backward and her 
labor productivity low, not because we 
have saved too much. During the past 
several years the annual increase in our 
national income averaged over Y6 billion. 
Subtracting from it the necessary 
increase of consumption fund for the 
annual increase in population, about 13 
million, the remainder, only about Y5 
billion, may be used for accumulation or 
consumption. Even if we use all of it 
to increase consumption, each person can 
share only about Y8 a year. Thus the 
living standard of the people remains 
very low. 


Second, to change the backward condi- 
tions of our economy and raise the low 
living standard of the people, the most 
essential method is through the develop- 
ment of production. For this reason, 
with a continually increasing national 
income, we should in every way possible 
increase capital accumulation rapidly to 
augment investment for the expansion of 


production, as the principle of ensuring 
gradual improvement of the people’s 
livelihood requires. 

Besides, we must explain another point. 
Many of our comrades often take an 
increase of capital accumulation simply 
as directly opposed to the improvement 
of the present livelihood of the people. 
In fact, this is an incorrect and not an 
overall view. The accumulation fund 
consists of two parts. The major part 
is productive accumulation, including 
factories, mines, reservoirs, and railways 
as well as additional machines and 
equipment, raw materials and fuels, etc. 
The minor part is consumptive accumu- 
tion, including new schools, hospitals, 
houses, cinemas, theatres, equipment for 
public trafic and equipment for the 
production of various consumer goods 
(such as grain, cotton cloth, edible oils, 
sugar and general goods), etc. 

The former is used to expand produc- 


tion while the latter is used to improve - 


the present livelihood of the people and 
to satisfy the consumption needs of the 
people. For this reason when we account 
for the rate of capital accumulation and 
its relations to the present livelihood of 
the people, we must analyse the com- 
ponent content of accumulation fund as 
well. Only by so doing can we illustrate 
the problem in an overall and realistic 
way. 


Change in Ratio 


During the 2nd Five-Year Plan period 
of national economic development, indus- 
trial and agricultural production will 
increase ten times or several tens of times. 
What will the tendency of change be in 
the ratio between accumulation and con- 
sumption? Is it necessary to keep on 
raising the percentage of accumulation? 
Completely necessary. 


Comrade Liu Shao-chi in his work 
report to the second sessiori of the Eighth 
National Party Congress pointed out: 
“As production develops and the people’s 
livelihood gradually improves, the state 
economy and the collective economy 
should properly enlarge the proportion of 
accumulation to the national income to 
build socialism more broadly and more 
rapidly.” As demonstrated by experiences, 
only more productive accumulation can 
offer a reliable material guarantee for a 
further expansion of production. 

Is it possible to enlarge the proportion 
of accumulation to the national income? 
Our answer is in the affirmative. As all 
of us know, the amount and speed of 
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accumulation is basically determined by 
production. Only when production and 
national income are rapidly increased is 
it possible to increase accumulation more 
rapidly. Judging from present conditions, 
the speed of growth in industrial and 
agricultural production this year will 
outstrip that of any year in the Ist 
Five-Year Plan period. This new situa- 
tion of a big leap forward in production, 
unprecedented in history, makes it easier 
to further increase accumulation and 
raise the ratio of accumulation to the 
national income. 


It is so not only with industry, but 
with agriculture which we have hitherto 
considered as having only a low rate of 
accumulation. Agriculture showed a 
marked change when the agricultural 
producer cooperatives were changed into 
the people’s communes after the big leap 
forward in production. It is likely that 
it may increase accumulation consider- 
ably. For instance, the public reserve 
funds accumulated by the agricultural 
producer cooperatives throughout the 
country last year were in the neighbour- 
hood of Y3 billion, but this year it may 
double or treble that amount, or will be 
much higher than the total of the past 
two years. 


During the past two years the ‘percent- 
age of public reserve funds accumulated 
by the agricultural producer cooperatives 
represented at most 10% of their net 
income. This year and in the following 
several years, according to the data from 
part of the people’s communes, the 
percentage of public reserve funds may 
be raised to 30% or over 40% of the 
net’ income. Even so, the peasants’ 
livelihood will have a considerable 
improvement, compared with the past 
several years. For this reason the view 
is incorrect that with a large population 
and immense consumption China cannot 
make such accumulation, as held by some 
people. 

An increase in the ratio of accumula- 
tion to the total national income will not 
affect the improvement of the people's 
livelihood. By an increase in the ratio 
of accumulation to consumption is meant 
a change in the ratio used in the distri- 
bution of the total national income. 
Because the total of national income is 
aggrandised, the consumption fund will 
show a marked increase in absolute 
amount despite a reduction in its percent- 
age. The accumulation fund is not being 
increased at the expense of the consump- 
tion fund. 


As facts demonstrate, with the speedy, 
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development of various productive enter- 
prises and the speedy growth of national 
income, even though the rate of increase 
of the accumulation fund is higher than 
that of the consumption fund, we still 
can guarantee a continual marked 
improvement in the people’s livelihood 
and at the same time augment accumula- 
tion considerably and raise the ratio of 
accumulation to the total national income. 

For instance, supposing - that the 
national income for the Ist Five-Year 
Plan period is Y100 the accumulation 
fund of which is 23%/ and the consump- 
tion fund 77%, and again, supposing 
that the national income for the 2nd 
Five-Year Plan period is increased to 
Y300 with the accumulation fund raised 
to 40°, and the consumption fund 
lowered to 60°%, the absolute amount of 
the consumption fund still will increase 
fron Y77 to Y180, an increase of 130%, 
which means a considerable elevation in 
the living standard of the people. From 
this it is clear that under the assumption 
of a rapid development of production all 
misgivings entertained over the increase 
of accumulation are groundless. 


Negative Method 


The ratio of accumulation to consump- 
tion and the change in it is subject to 
an objective law. As experience proves, 
the amount and speed of accumulation 
is mainly determined by production. 
Only ‘rapidly developing production’ and 
rapidly increasing national income can 
augment accumulation rapidly. Likewise, 
only more productive accumulation can 
offer a reliable material guarantee for a 
further expansion of production. 

For this reason we may say that the 
relation between accumulation and pro- 
duction is one of mutual promotion and 
interdependence. Starting from the basic 
point that production is being actively 
developed, we should increase accumu- 
lation continually and settle the relations 
between accumulation and consumption 
reasonably. If we refrain from an active 
development of production but try to 
bring accumulation and consumption 
into a proportion mechanically and at an 
unchanging ratio, it is a negative method 
and therefore an erroneous one. 

Next, the amount and speed of accu- 
mulation is determined by consumption. 
During the development of production 
we must ensure a gradual elevation of 
the living standard of the people. If 
attention is drawn exclusively to the 
development of production and the 
expansion of accumulation to the neglect 


of improving the living conditions of 
the people, this is wrong. As the 
demand of the people for an improve- 
ment of their living conditions is 
unbounded, .while the growth of national 
income is limited, it is necessary for us 
to set'a proper speed for the improve- 
ment of their livelihood. 

Contrarily, if during the development 
of production and the increase of national 
income no attention is given to a rational 
distribution of the national income, and 
consumption is not planned according to 
the principle of improving the people’s 
living conditions gradually, but sky 
rockets along with the big leap forward 
in production, then accumulation cannot 
be increased more rapidly than in the 
past, and even will tend to decrease. 
Obviously this is completely contradictory 
with the policy of building the country 
by industry and thrift. 

Dialectical materialism tells us that 
objective things are developing and 
changing. During the development of 
the national economy no item will bear 
a fixed relation to others all the time. 
Production is in a continual leap forward 
and demand is also continually changing. 
Correspondingly, during the development 
of the national economy the relation of 
proportion between different items in- 
cluding that between accumulation and 
consumption will certainly continue to 
change. As to the development of 
events, it is exactly like what Chairman 
Mao Tse-tung has pointed out in his 


This concludes a series of articles by 
Mr, Villanueva published on October 31, 
November 6 and 13. 
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famous speech, On the Correct Handling 
of Contradictions among the People: 
“It is a complicated problem to ‘settle on 
a proper ratio between accumulation and 
consumption within that sector of socialist 
economy in which the means of production 
are owned by the. whole people and that 
sector in which the means of production are 
collectively owned, as well as between these 
two sectors. It is not easy to work out a 
perfectly rational solution to this problem all 
at once. Every year our country draws up 
an economic plan in an effort to establish a 
proper ratio between accumulation and con- 
sumption and achieve a balance between pro- 
duction and the needs of the society. By 
balance we mean a temporary and relative 
unity of opposites. By the end of each year 
such a balance, taken as a whole, is upset by 
the struggles of opposites. The unity achieved 
undergoes a change, balance becomes im- 
balance, and unity becomes disunity. And 
once again, it is necessary to work out a 
balance and unification for the next year. 
This .is the superiority of our planned 
economy.” i 
We must look into the contradictions 
between the production of society and its 
needs which will objectively exist for a 
long time to come, must make full 
utilisation of the superior quality of our 
planned socialist economy, and constantly 
pay attention to a reasonable arrangement 
and readjustment for the ratio between 
accumulation and consumption. We must 
also combine the individual interest - of 
the people with collective interest and the 
temporary interest with long-term interest, 


to build as soon as possible China into a 


great socialist country with modern 
agriculture, and modern science and 
culture. 


The State of the Philippine 


Manufacturing Industry 
PART IV 
By Roberto Villanueva 


President of the Philippine Chamber 
of Industries 


In its persistent struggle for economic 
independence and self-sufficiency, the 
Philippines has been confronted with 
multifarious problems and drawbacks 
that necessitate adequate and immediate 
solution and remedy. The Philippine 
Chamber of Industries. suggests as it re- 
commends that a reorientation and re- 
adjustment of our economic system’ be 
effected placing proper emphasis’ on the 


improvement, reshaping and/or readjust- 
ment of the following conditions now 
obtaining in our desire to accelerate and 
foster our industrial development: 
There is a great need for our govern- 
ment to adopt a system that is more 
enduring, definite, and permanent if we 
are to build a stronger and a more pro- 
gressive economy. Outside of the lack of 
consistency in our economic policy, co- 
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ordination is also wanting among the 
different government agencies charged 
with the implementation of the so-called 
present economic policies—creating con- 
siderable confusion - not only among 
the government offices themselves but 
especially among the business elements of 
the country. 

One of the major causes of our tedious 
progress in industrialization is the 
timidity, if not the lack, of capital of 
which there is plenty in the country. 
It is unfortunate that many of 
our capitalists are scared to invest, so 
characteristic of our own people who are 
prone to capitalize only on get-rich-quick 
prepositions. Whereas the foreign busi- 
nessmen and producers have always at 
their disposal the resources and help of a 
great number of foreign banks, foreign 
investment bankers, and even Philippine 
banks, the ‘Filipino industrialists can 
hardly avail themselves of the. facilities 
of one Filipino bank whose conditions are 
so strict to comply with to open a credit 
account. 


Appalling Apathy 


A deplorable fact that has long 
characterized our country, and made it 
practically a sterile ground for the 
growth of local industries is the appalling 
apathy of our people towards Philippine- 
made products. There is no need to be- 
labor the fact that we generally 
consider foreign-made goods superior io 
our own although there are local products 
which can compare favorably with im- 
ported articles in point of quality as well 
as in price. 

In spite of the intensive campaign of 
the National Economic Protectionism 


Association (NEPA), Filipino consumers 


continue to patronize imported goods, 
forgetting and neglecting their own to 
the detriment of our local manufacturers. 

Our present Anti-Dumping law is not 
being properly applied, permitting the 
entry of many commodities which 
adversely affect many of our industries. 
This has resulted in many losses to our 
new industries, both industrial and agri- 
cultural, because they can not compete 
with the prices of finished products from 
abroad. 

Import licenses issued on the basis of 
no-dollar remittances or the barter trade 
agreement with Japan are among the 
several means availed of by unscrupulous 
importers to sneak in foreign goods. A 
greater degree of enforcement must he 
applied towards this direction. 

Industrial development also hinges 
upon an effective distribution system. 


The control and distribution of the prime 
materials or basic and fundamental stuffs, 
which are used in the finished products 
of the Philippine home industries are of 
Paramount importance. It is regrettable 
that under the present set-up obtaining in 
the country, the Filipino industrialists are 
always at the mercy of the foreign 
capitalists or distributors or foreign im- 
porters, whose exclusive rights of importa- 
tion and wholesale distribution in the 
local trade have become unchallenged and 
unchanged for centuries. 

Our present high labor unit cost tends 
to discourage capital and expansion of 
local industries. 

Far from improving the living stan- 
dard of our workers, the enforcement, 
execution and application of the 
Minimum Wage Law has brought about 
a tremendous return in the form of our 
swelling number of unemployed—an 
aftermath of the closing of some shops 
and establishments and the laying off of 
workers by business firms which cannot 
afford to lose their business with the re- 
quirements imposed by the Mihimum 
Wage Law. 

Faulty public administration is listed 
as another potential inadequacy that 
hinders industrialization and economic 


development of the country. A parallel 


growth in government services is required 
by industrialization which brings about 
profound changes and new problems. 
Competence and honesty in public ad- 
ministration are essentials to sound 
economic progress and exert a stabilizing 
effect upon the country’s economy. Such 
things as inadequate statistical informa- 
tion, misleading facts and figures, 
arbitrary government actions leading to 
sudden and frequent changes in tax rates, 
foreign exchange and custom duties—all 
these can hamper industrial development. 


Business Jealousies 


There is at present an evident lack of 
raw materials for industrial consumption 
in the country. The existence of this 
problem is due mainly to our lack of 
initiative and power in exploiting and 
developing our natural resources which 
are considerably vast and rich and 
seemingly inexhaustible. 

In the Philippines today, among manu- 
facturers and producers there is a tend- 
ency to employ destructive ways and 
means in order to eliminate each other 
from the business field. Prices are 
lowered at the sacrifice of the quality of 
their goods. More often than not, in the 
height of business jealousies, they adopt 
mass production but at the sacrifice of 
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quality resulting not only in economic 
depression but also in social unrest. 

In this age of rapid obsolescence of 
products, equipment and processes, only 
industrial establishments utilizing _ re- 
search facilities can expect to remain in 
the field and assure themselves with 
reasonable profits. 

There are industries now which ought 
not to be undertaken any more. Other- 
wise, over-production of certain goods 
would result, very much beyond our 
needs, and ruinous competition would 
predominate. The need for diversifying 
our industries in order to prevent over- 
crowding, thus, forestalling losses on the 
part of the investors, requires our serious 
consideration. 

In order for the Philippines to have a 
favorable balance of international trade 
and conserve our dollar reserves, we have 
to reduce our imports to the barest 
minimum, importing only capital goods 
and essential ones which could not be 
possibly produced locally. The problem 
of excessive imports poses a grave threat 
towards our industrialization if the 
matter is not properly checked. 

On the part of our people, it is lament- 
able that despite the extensive campaign 
of our government to cause an industrial 
revolution in the country, our people still 
cling to their age-old belief, that we, us 
a nation, still have to depend on other 
countries for our national existence. 

While improvement of government 
policies in industry will result in a favor- 
able reaction on the part of capital, it 
will not eliminate en toto the problems 
above-enumerated such as the apathy of 
our own people for things our own. It 
is obvious therefore complete unity and 
cooperation among the government, pri- 
vate capital and the public in general 
are indispensable to the elimination of 
the impediments to our industrial growth. 
Lacking such cooperation and sincerity, 
the program of industrialization is bound 
to fail, however, vigorously it may be 


pursued. On the presumption that 
concerted efforts could be expected 
from these three components of 


Philippine economy, the following re- 
commendations are offered towards the 
solution of problems confronting Philip- 
pine industry today. 

The Government must coordinate all 
of its agencies or entities charged with 
the’ task of policy-implementation into 
one main body which shall be endowed 
with authority to see to it that a policy is 
not deviated. Little progress is possible 
in economic development unless there is 
an integrated program to which must 
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be related the activities of the various 
government offices and instrumentalities 
having to do with economic development 
of the country. 

Similarly, there should be coordination 
in the criteria being observed by the 
various entities administering tax 
exemptions and other incentives to invest- 
ments, controls or imports, tariff and 
trade, the use of foreign aid and loans, 
reparations payments and the like. 

The lack of credit facilities must ve 
remedied, and at once. The establishment 
of an Industrial Bank has been a pet 
project of the Philippine Chamber of In- 
dustries. This bank, if realized, will 
grant liberal credit facilities to small 
manufacturers with the end in view to 
helping them finance their industries as 
well as the marketing of their products. 
The government’s endorsement in this 
regard will mean faith that such an 
assistance it bound to generate. 


Nation-Wide Campaign 


A campaign, nation-wide in scope, 
should be intensified and systematically 
conducted all the year round. The 
NEPA moyement, which is struggling for 
existence due to the lack of positive 
encouragement from the government, 
must be extended material aid. If in the 
United States, which is considered the 
leading industrial country in the world, 
they have to enact the Buy American Act 
to protect their industries, a similar 
measure must be adopted in our country 
for the protection of domestic industries. 

The Government, through the Depart- 
ment of Finance, should cause strict 
implementation of the Anti-Dumping 
Law. Goods entering the country should 
be re-shipped to their ports of origin if 
the presence of such goods will destroy 
or seek to destroy the interests of local 
manufacturers upon instigation of local 
producers concerned and upheld by 
proper government agencies. 

Furthermore, the government, through 
its purchasing officers, government cor- 
porations and agencies, should strictly 
implement and enforce the provisions of 
the Philippine Flag law for the protec- 
tion of our manufactures. 

Improved means of economic distribu- 
tion and exchange will not only insure 
lower prices of goods, but also greater 
purchasing incentive on the part of our 
consuming public, and a more progressive 
economic life. Scientific -marketing 
policies should, be adopted and the un- 
necessary shifting of goods from as many 
middlemen to another must be avoided. 
It tis also imperative that we construct 


more bridges, feeder roads, and the like 
that will connect the urban with the rural 
areas, thus creating an easy contact be- 
tween production centers and the con- 
suming regions. Fast, easy, and cheaper 
means of transportation by land, air, and 
sea, and a more efficient method of com- 
munication should be established. 

The Minimum Wage law is a very 
advanced piece of legislation suitable only 
to highly-developed countries and not co 
an under-developed country like the 
Philippines. The application of the law 
to new and necessary industries has not 
been very helpful. The adoption and 
grant of a living wage must be subject 
to certain conditions and factors, includ- 
ing the right of capital to a reasonable 
return for its investment. 

A consolidated industrial consultative 
and assistance service bureau should be 
created which shall take charge of 
gathering or integrating census, statistics, 
facts and other pertinent data. The 
same office shall render technical advice 
and assistance to our industrialists and 
prospective investors germane to their in- 
vestment and managerial problems. The 
proper collection, analysis, and evaluation 
of correct industrial statistics and data 
will avoid the necessary wastage of in- 
vestments and human labor, at the same 
time afford our industrial entrepreneurs a 
higher degree of productive efficiency. 

Our rich mineral ores, fertile lands, 
wide forests, and other sources of our 
potential wealth must be explored and 
utilized to maximum advantage. The 
government must take the lead and 
initiative in this particular undertaking 
even as it gives inducements to our own 
people to invest in such ventures. 


In order to regulate the free exercise 
of competition, it is highly recommended 
that a Fair Trade should be created. 
This Board shall be charged with the 
primary functions to regulate and control 
the factors that may cause unnecessary 
competition among our manufacturers 
and businessmen in looking for markets 
for their products; coordinate its duties 
in the regulation of prices of commodi- 
ties, essential and non-essential, with the 
NAMARCO; to supervise the manufac- 
turing firms with an end in view to see 
to it that’ while prices of goods should 
be comparatively low, the quality of the 
goods should be maintained, if not im- 
proved; and to undertake such other 
duties that will lead to fair trade pro- 
cedures in our local markets. 

A more intensive research on Philippine 
materials must be undertaken with the 
government taking the lead by means of 
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adequate and unsustained moral and 
financial support. In undertaking re- 
search, priority should be given to those 
projects that affect or may influence the 
necessary industries that now support or 
may support the greater number of our 
people, raw material availability, com- 
mercial feasibility and marketability. 

The Government should encourage our 
young men and women to take up 
scientific and technological studies and 
research and adequate grants, scholar- 
ships, and endowments be extended them. 
Similarly, private industrial concerns 
should ‘contribute their part. The Philip- 
pine Chamber of Industries, in this con- 
nection, is recommending the establish- 
ment of an Industrial Research Center 
and a Bureau of Standards. 

There must be a definite pattern for 
our economic planning based on an agro- 
industrial development program. Our 
industrial program must be _ geared 
towards the utilization of such industries 
that they avail themselves of the useful- 
ness of the products of our agriculture 
and natural resources as well as industries 
that will further encourage our endeavors 
along agricultural lines. In other words, 
more emphasis should be laid on the deve- 
lopment of our agricultural and extractive 
industries to attain self-sufficiency. Em- 
phasis should be made on the speedy 
operation of industries that will produce 
the necessary raw materials to meet the 
demands of our manufacturing industries 
as well as those that will supply directly 
the needs of our people. 

To prevent the overcrowding of indus- 
tries, a periodic survey must be conducted 
on the basic industries that are essential 
to our economic development program 
and which will lead to the establishment of 
related industries using the same kind of 
raw materials.- 

Proper evaluation of industrial priorities 
should be wisely made. For this pur- 
pose, the Chamber believes in the early 
creation of an Industry Licensing Board, 
which shall have for its primary objective 
the adoption of an industrial priority system 
in order to prevent overcrowding; avoid 
undue, unfair, and ruinous competition 
among industries and the overlapping in 
the manufacture of finished products 
necessary to supply local demand. 


Reduce Imports 


We should endeavor to reduce import 
except capital goods in the form of 
machinery, and other materials required 
and useful to our industrial reconstruc- 
tion and development. We should 
impose protective tariffs upon foreign 
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goods that seek entry into our ports and 
adopt mass production of quality goods 
that can favorably compete with foreign 
products as we are able to produce raw 
materials in sufficient quantities at the 
same time. On the other hand, strict 
import control measures should be taken 
to discourage established local manufac- 
turers to import non-essential goods; and 
while new and useful industries should 
be given encouragement and _ protection 
and entitled to the necessary foreign ex- 
change for their machinery, equipment, 
and raw material requirements, they 
shall endeavor to make use of our native 
raw materials in their manufacturing 
processes. 

Our educational curriculum must be 
enriched with more courses leading to 
agricultural, commercial, industrial, and 
business advancement as well as techno- 
scientific researches and study. The 
government should encourage the open- 
ing of more vocational schools not only 
in the urban regions but also in rural 
areas. It should adopt a policy of sup- 
porting and helping private technical and 
vocational schools by affording them 


annual monetary subsidy, leasing to them 
machinery or equipment for their instruc- 
tional purposes at reasonable rates, or 
exempting them from the present school 
taxes in the same way that new and 
necessary industries are tax-exempt. 


In order to inculcate in our youth the 
significance of the various aspects of 
economic nationalism and the important 
role played by industry in its relation to 
the socio-economic welfare of our people, 
the Philippine Chamber of Industries is 
initiating the publication of an “Indus- 
trial Primer”, which it plans to recom- 
mend for use either as a textbook or a 
general or supplementary reader in the 
primary grades of both our public and 
private schools. The adoption of the 
Primer in the early stage of the education 
of our youth is designed primarily to 
have them realize early in life the value 
of labor as it leads to industrial growth 
before their minds are corrupted by 
obnoxious influences, like for instance, 
abhorrence to manual labor; and in order 
for them to develop the attitude and 
interest conducive to vocational efficiency. 


China’s Militant 


and Collective 


Living 


By Wyndham Newton 


NDER the press of the Marxist 

revolution or, as a Communist 
writer in the Peking People’s Daily 
prefers to put it “life itself,” is incessantly 
destroying even the vestiges of old legal 
rights everywhere in the countryside. 
This is cited as an example of “the great 
splendour of Communism which has 
produced the movement to donate labour 
freely and selflessly without any con- 
sideration of ‘recompense’; now develop- 
ing universally among the broad working 
masses in urban as well as in rural areas.” 
The article purports to give a view of 
Communism as seen through the Com- 
munes, and affords a graphic picture of 
what life on the land especially is now 
like in China, and it is supplemented by 
a sort of eye-witness description of the 
Chaoying Commune in Shengcheng 
(Honan). 

This appears to be an area more 
susceptible than most to both drought 
and floods, yet conditions were favourable 
for the building of a, reservoir holding 
27m. cubic metres of water. But the 
A.P.C.s there were small and they had 
neither the man power nor the other 
resources to do such a thing. 


Just across the way the Szekutun 
co-operative had rich deposits of iron-ore 
and coal but could not exploit them 
because of the same reasons; while the 
Liaoyuan A.P.C., which was large and 
had adequate man power, had no mines. 
It kept 5,000 head of sheep but lacked 
grazing ground. The Lutien A.P.C. was 
small both in size and in population, but 
owned much hijJly land which was not 
put to use. Such contradictions, it was 
stated, were to be found everywhere, in 
road-building, timber felling, afforesta- 
tion, mechanisation of agriculture, etc. 


“Brilliant Party” Takes 
Decisive Hand 


This was where “the brilliant Party” 
took a decisive hand and led the way to 
the formation of a commune in this area 
after ten days of discussion and debate 
among the representatives of ten hsiang 
(rural districts). Work began right 
away on the reservoir. Several thousand 
people came to work the mine in 
Szekutun. Land boundaries were 
removed on several hundred thousand 
mou and mines, rivers and grazing 
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grounds were then fully utilized, while 
“all wealth went to the Chaoying People’s 
Commune.” 

In the ten days after the establishment 
of the commune over 20,000 mou were 
planted to sweet potatoes; young crops 
on 30,000 mou (six mou to an acre) were 
saved; over 10,000 members and 2,000 
functionaries were transferred; and in ten 
days over 4,000 iron, steel, cement, 
chemical fertiliser, and machine plants 
were set.up. Over 90,000 catties of pig 
iron and 6,000 to 7,000 farm tools were 
turned out, over 300 livestock farms were 
set up, and there are 80,000 head of pigs 
and sheep. 

How do they do this? The correspon- 
dent of a Youth organ tells us how “this 
generation of heroes” got down to the 
job: ‘“‘At daybreak, bells were rung and 
whistles were blown to assemble in the 
Chaoying co-operative. In about a 
quarter hour the peasants lined up. At 
the command of company and squad 
commanders the teams marched to the 
fields, holding flags. 

Here one no longer sees peasants in 
groups of two or three smoking and 
going slowly and leisurely to the field. 
What one hears are sounds of measured 
steps and march songs. The desultory 
living habits which have been with the 
peasants for thousands of years are gone 
for ever. How tremendous is this 
change! 

“To adapt itself to collective labour 
and collective life, the commune launched 
a movement for merging villages and 
moving from one dwelling to another. 
Peasants in groups carried their luggage 
and moved to localities near to their jobs. 
Since ancient times the peasants have 
treasured their homes left over by their 
ancestors above everything else. Now 
that private plots, houses, and part of 
livestock have come under the ownership 
of the commune, all the ties that bind 
the peasants are broken and they feel re- 
laxed. They said: ‘It makes no difference 
where we move. Anyway we are in our 
Chaoying home. There is nothing in 
their old holes for them to long for: the 
commune is now their home.’ 

“Mess halls and nurseries are found in 
villages. All houses are locked, with 
their dwellers going to the fields and 
factories. One can no longer see the 
phenomenon in which each family cooks 
and rears its children. The frames 
of individual families which have existed 
for thousands of years have been com- 
pletely smashed. When they return from 
their work, the peasants take their child- 
ren from the nurseries and the whole 
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family happily takes meals in a mess hall. 
When they come off duty in the evening, 
all members of the production teams 
gather together in the mess halls, reading 
newspapers, learning culture or singing.” 
Nothing is said of normal domestic rela- 
tions, but presumably husband and wife 
still sleep together. 

Out in the wide expanse of the fields 
are to be seen small furnaces, chimneys of 
firebrick kilns, and furnaces for making 
cement. From many thatched houses 
comes the sound of beating ball bearings. 
By the creeks groups of people are wash- 
ing iron ore. On the mountains hun- 
dreds of people are opening up mines day 
and night. If you read the wall news- 
papers you will be told: “This paper is 
made by our commune; the bricks used 
for building houses are produced by the 
commune’s kiln. The carts moving 
along the road are built by the commune’s 
carpenter shop. Sickles used to harvest 
crops are made by the machine plant.” 

This commune set up over 4,000 
“factories” and transferred over 10,000 
members as workmen, the vast majority 
of whom were young peasants, who 
“think and act with courage and daring,” 
qualities now ceaselessly enjoined on all 
and sundry by the Party press. They are 
also “‘intelligent and energetic,” who 
have in a surprisingly short period of 
time mastered various kinds of industrial 
technique. 

Failures at First 

Some were sent to a foundry nearby 
to learn the smelting technique and then 
taught others on their return to the com- 
mune. There were failures at first but 
eventually they turned out 3,000lbs. a 
day. A woman rhember who had no 
idea at all what “nitrogen-fixing 
bacteria” meant went to the county town 
to learn the technique of making bacterial 
fertiliser. : 

“Recently thére has been set up a ‘com- 
prehensive university’ here with six 
‘colleges’ and over 20 departments. All 
personnel of the youth experimental farm 
study in the department of agriculture 
and all personnel of the foundry study in 
the department of iron and steel. The 
commune set aside several hundred mou 
of land to be cultivated by the students 
and made available houses of some ten 
villages as their living quarters. They 
learn while doing and both study techni- 
cal theories and do practical work.” 

“In the production team’s mess-halls 
some are found studying culture and 
some doing the home work assigned by 


spare-time middle schools. On the com- 
mune land signboards are put up every- 
where to indicate experiments and inno- 
vations: experiments in rice strains, ex- 
periments in crossing rice with corn, 
experiments with fertiliser, experiments 
in working methods. Here the whole 
place becomes a large agro-technical re- 
search institute. The commune will 
shortly organise various specialised pro- 
ducing teams to cultivate rice, cotton, 
sesame, sweet potatoes, etc.” 

The idyllic picture continues by depict- 
ing how well the aged are being cared 
for under this new dispensation, though 
it is pretty evident that the “laughing and 
talking” that goes on amongst them is 
due not to the upheaval their whole 
domestic life is undergoing but to “the 
optimist who is telling stories with great 
enthusiasm for the Three Kingdoms.” 
He is a man of 65 and has not only seen 
many vicissitudes in his own life but is 
familiar with the vicissitudes or past 
generations through his tales of history. 

He, it seems, had had a terribly tragic 
life. His son fell ill and died and so no 
son was left to worship him; his wife 
abandoned him because he was unable to 
support her; and for 18 years he had led 
a lonely life “under the old society.” 
Now he is in the “happy home for the 
aged.” But even the aged have to do 
their bit now, like the celebrated Huang 
Chung in the period of the Three King- 
doms, and so they roll cement into balls 
while telling stories and chatting! Over 
1,000 of the old people are thus leading 
a happy life like everybody else in New 
China; and over 5,000 children are also 
leading a happy life in the nurseries. 


Taiwan's industrialisation programme is 
altering the pattern of her 
trading relattons. 
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The peasants did not have to be coaxed 
to give up their private plots to the com- 
mune, it would seem, though there did 
appear to be some sort of animated de- 
bate before they did so. But in the end 
they handed over their poultry. The 
technique of recording work points was 
done away with and the distribution 
system introduced based on basic ages plus 
bonuses. “Thus they link their destiny 
closely with the destiny of their commune 
and thousands of peasants form a single 
entity. Their ideology, moral concepts, 
and relations between man and man 
have undergone a tremendous change.” 


Taking Things Home 


One is told that formerly peasants were 
always fond of taking things to their 
homes—they probably still are. But they 
are taking things to the commune in- 
stead, equipping the mess halls with their 
own domestic water jugs; the factories 
with the desks they need—indeed almost 
“all the non-productive articles used by 
several thousands of factories were 
contributed by members. How can we 
expect the commune to spend money on 
these things!” 

Thus, instead of calculating their per- 
sonal interests—in which the Chinese 
peasant is at least the equal of the pro- 
vident Scot and certainly far superior to 
the feckless Irish peasant—they are calcu- 
lating the interests of the commune. In 
the commune indeed, “you can see a new 
rise in Communist thinking everywhere” 
—a statement which is certainly not 
meant to suggest that it is very revisionist 
thinking indeed! 


Changes in Taiwan’s 


Foreign Trade 


R= trends in the composition 
of Taiwan’s foreign trade: are 
discussed by Mr. R. C. Chen, General 
Manager of the Bank of China in 
Taiwan, in the Bank’s current Bi- 
Monthly Economic Review. 

In the early nineteen-fifties Taiwan 
was a predominantly agricultural island 
economy importing almost all the manu- 
factured goods she needed. Now 
domestic manufacturing industry has 
developed fast in the last nine years, 
however, and the accompanying table 


shows the decreasing proportion of 
imports dévoted to consumer goods and 
the | rising proportion of capital 
equipment. 

“This result has been achieved,” Mr. 
Chen declares, “without any adverse 
effect on the general standard of living 
of the people. On the contrary, con- 
sequent upon the development of 
domestic industries, the general standard 
of living has been greatly improved as 
compared with only a few years ago.” 

Another trend is the lower dependence 


December 4, 1958 


1. Composition of Imports. 
Capital equipment .. 
Raw materials 
Consumer goods 
TOTAL 
2. Sources of Foreign Exchange. 
Government 
U.S. Aid ... 
Self-provided 
TOTAL 
3. Composition of Exports. 
Sugar & rice .. 
Other goods .. 
TOTAL 
4. Japan’s Share. 
Imports from Japan 
Exports to Japan 


TAIWAN’S ECONOMY 


Percentages 


1958 
(1st half) 


1957 1956 1955 


24.0 27.5 24.3 19.8 
51.2 48.8 50.2 51.7 
24.8 23.7 25, 28.5 
100 100 100 100 


60.1 DEVE 50.3 48.2 

33.8 40.6 42.0 46.9 

6.1 5.7 Ted 4.9 
100 100 100 100 


77.7 84.6 69.2 75.2 
22.3 15.4 30.8 24.8 
100 100 100 100 


50.9 50.9 56.8 64.3 
SAR 38.8 3513 60.4 
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on U.S. aid for foreign exchange imports. 
But imports with domestic privately- 
owned foreign exchange still _ only 
accounted for 6.1% of the total in the 
period January-June 1958. 

New measures promulgated by the 
Foreign Exchange and Trade Control 
Commission, however, give priority to 
applications for imports with _ self- 
provided foreign exchange. It is hoped 
that a growing percentage of imports 
will be financed with private exchange 
as a result, conserving Government 
foreign exchange resources. 

Industrialisation has lessened the 
dependence on exports of a few primary 
products—sugar and rice. Cement, 
petroleum, bicycles, chemicals and 
plywood are among the products now 
being exported in greater quantities. 


This article continues a series, the 
earlier parts of which appeared on 


November 6, 13 and 27. 


Special Problems Of Fisheries 


In Poor Countries 


By Professor E. S. Kirby and E. F. Szczepanik 
(Department of Economics & Political Science, Hongkong University) 


PART IV: ENTERPRISE 


T is commonly recognized that in the 
capitalistic countries the driving 
force of economic development is the 
“Schumpeterian hero”—the innovating 
entrepreneur. As N. Kaldor pointed out, 
“he is a promoter, a speculator, a gambler, 
the purveyor of economic expansion 
generally, and not just of the new 
techniques of production”.?® What is the 
situation in the poor countries’ fisheries in 


this respect, and what remedies can be 


suggested ? 


Fishermen, Co-Operatives and 
Middlemen 


Entrepreneurship, conceived as_risk- 
bearing, is primarily an art which re- 
quires an “adventurer’s mind”. If such 
minds, full of courage and imagination, 
are lacking in society, there is an entre- 
preneurial scarcity—a situation = un- 
doubtedly existing in most of the under- 
developed countries. It is also, however, 
a matter of training and education and, 
unfortunately, of all the kinds of educa- 
tion developed in the poor countries in 
connection with fishery, the education of 


fishery 
neglected. 
Entrepreneurship is greatly influenced 
by the type of ownership of the enter- 
prise. In fisheries in poor countries the 
family type of ownership has become the 
traditional one. The nature of the 
fishery enterprise, which necessitates 
utmost reliability and a spirit of com- 
panionship, easily explains _ this 
phenomenon. There is, therefore, a 
strong reason for continuing this tradi- 
tion. From the consideration of family. 
there is an easy transition to other forms 
of social units most favourable for the 
development of fishery. Clans, certain 
racial. or national groups exhibiting 


entrepreneurs is the most 


' specific..kinds of unity, even religious 


grgups, etc. would all find a proper place 
in the sociological analysis of fishery 
enterprise. Proof of this thesis can easily 
be provided. In Hongkong, for instance, 
fishermen are mainly Hakka or Hoklo 
people, differing greatly from the 
Cantonese majority.2® In Poland, Kaszub 
fishermen are almost a separate national 


_ group. 
This part of our analysis can be con-~ 


cluded «by stressing the great role per- 


formed by various voluntary associations, 
such as co-operatives, in fishery develop- 
ment. 

Contrasted with these general possibili- 
ties of co-operative development, the 
organization of production and market- 
ing in poor countries is based usually on 
small-scale scattered operations and 
narrow well-defined channels of trade. 
There is much wastage of effort in the 
arrangements for the collection and 
disposal of supplies. In many places a 
complex system of dealers and agents 
exists to handle dispropertionately small 
quantities of fish. Fishermen are rarely 
associated in any co-operative effort, while 
the merchants associate mainly to protect 
their restricted turnover and high mar- 
gins. 

As a result, in common with many 
underdeveloped industries, the fishery 
undertakings are often under monopolis- 
tic control. In the case of fisheries, how- 
ever, these monopolies are strengthened 
by the extreme perishability of the pro- 
duct. In many places the fisherman is 
entirely dependent on the dealers for 
financial assistance to support him during 
slack seasons, and also for the disposal of 
his catches. The catch is the only 
security for loans advanced. In the 
absence of alternative outlets, the dealer 
is able to determine the fisherman’s 
earnings, irrespective of the volume of his 
catch. The effect, as was pointed out in 
section 2 of this paper, is to perpetuate 
indebtedness and to destroy any incentives 
for increased production. 


The Possibilities of Improvement 


Economic history teaches us that the 
development of entrepreneurship is a very 
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searching social process. Generally 
speaking, “under some human motivation 
or other, a group must come to perceive 
it to be both possible and good to ufider- 
take acts of capital investment; and, for 
their efforts to be tolerably successful, they 
must act with approximate rationality in 
selecting the directions toward which 
their enterprise is directed”.3° Normally, 
this entrepreneurial group must be 
moved by the profit motive, but “if 
human nature felt no temptation to take 
a chance, no satisfaction (profit apart) in 
constructing a factory, a railway, a mine 
or a farm, there might not be much 
investment merely as a result of cold cal- 
culation”?! This Keynesian dictum can 
easily be extended to fishery. 


Economic historians further point out 
that in the known cases of successful 
“take-off into self-sustained growth” 
usually some kind of leading lite 
emerged. According to Rostow, “what 
appears to be required for the emergence 
of such elites is not merely an appropriate 
value system but two further conditions: 
first, the new elite must feel itself denied 
the conventional routes to prestige and 
power by the traditional less acquisitive 
society of which it is a part; second, the 
traditional society must be sufficiently 
flexible (or weak) to permit its members 
to seek material advance (or political 
power) as a route upwards alternative to 
conformity”.3? 


Poor countries of Asia provide good 
proof of this thesis. In Malaya, Indo- 
nesia and the Philippines such an entre- 
preneurial elite has been formed by the 
Chinese immigrants. They have spread 
also to fisheries and have often become 


a classical instance of entrepreneurs- 
capitalists-merchants, popularly referred 
to as “middlemen”. Unfortunately, 


being essentially a foreign element in 
native communities, they have become 
associated, rightly or wrongly, with the 
exploitation of fishermen. 


The resulting resentment, combined 
with rising new nationalism, has recently 
given rise to a tendency to replace the 
middlemen system by fishermen’s co- 
operative societies. This development 
seems to be a healthy one and deserves 
full support. But the question to what 
extent the co-operatives can effectively 
replace the system of middlemen requires 
further basic study. It is gratifying to 
note here that the F.A.O. is aware of 
this need and steps have recently been 
taken to co-ordinate research in this 
field in several countries of the Indo- 
Pacific Region.3? The results will prob- 


ably be of importance to fisheries in all 
poor countries. 


Fishery Under Socialism: 
The Case Of China 


It is well known that in some of the 
poor countries the solution of fishery 
development is sought through socialism. 
At the beginning of this paper we men- 
tioned the policy of the U.S.S.R. in this 
respect. More recently, similar policy 
aiming at planned increase of fishery out- 
put has been employed in Communist 


. China. 


According to available information,** 


China’s total output of aquatic products 
in 1955 was estimated at 2.4 million tons, 
60 per cent more than the pre-war peak 
output figure, and an output of over 3 
million tons is planned for 1956. It was 
further reported®® that a total of 520,000 
tons of fish was caught from rivers and 
lakes in 1955 (the total catch in 1952 
having been 290,000 tons). It is planned 
that the catch should amount to 620,000 
tons in 1956, to over 700,000 tons in 1957, 
and to more than 1,500,000 tons by 1962. 
The concrete measures to be adopted for 
this purpose are: 

(i) Deep-sea fishing should be fur- 
ther developed in 1956 following the 
“basic materialization of fishery co- 
operation.” More sailing junks, motor- 
ized sailing junks and trawlers of 50 tons 
and above should be provided. The 
fishing techniques and appliances should 
be improved to raise the unit yield of the 
fishing fleets. 

(ii) The Gulf of Tonkin should be 
opened as a place for fishing and the 
fishery bases in Paknoi, the Changkiang 
and others on Hainan Island should be 
expanded. Theebreeding of marine pro- 
ducts should be developed. 

(iii) It is planned to make use 
of large and small water conser- 
servancy projects, streams and reservoirs 
to breed fresh-water fish. Fish must be 
bred by those agricultural producer-co- 
operatives which are able to do so. 

(iv) The places for the breeding of 
fresh-water fish and the equipment in the 
fry stations should be improved. Scienti- 
fic methods for the breeding of fish 
should be promoted to prevent and con- 
trol any outbreak of fish pests. Fry 
should be supplied on a large scale. 

(v) Attention should be paid to safe- 
guarding the fishery resources. The 
catching of small fish at random should 
be prohibited. 

(yi) Simultaneously with these mea- 
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sures aiming at an increase in fishery 
output, it is planned that China should 
export 50 per cent more fish and other 
aquatic products in 1956 than in 1955. 
Exports to the Soviet Union and the 
People’s Democracies will be more than 
doubled, it is planned. One hundred 
and ten varieties will be exported in 1956. 
Besides the usual exports of refrigerated 
and salted prawns and fish, scores of 
types of dried fish will be added. 

It is not our purpose to assess the 
above-quoted figures. As a fishery deve- 
lopment plan, the Chinese programme 
undoubtedly deserves attention. ~—It 
stresses the basic ways towards improve- 
ment in the main fields and can be re- 
garded as a practical model for many 
other poor countries. 

In China, “basic materialization of 
fishery co-operation”, as a solution to the 
entrepreneurial problem, seems to be 
accorded importance as a primary condi- 
tion of fishery development. It seems to 
us that in this respect, at least, there is 
agreement between fishery economists, 
irrespective of their political creed. But 
the examination of the relative merits of 
the general socialist and capitalist frame- 
work exceeds the scope of this paper. 

As far as Communist China is con- 
cerned, the immediate comparison could 
be made with Taiwan, where the efforts 
of the Joint (Sino-American) Rural Re- 
construction Commission are particularly 
praiseworthy. Unfortunately, the  rele- 
vant productivity statistics, cost and price 
data, and rates of output growth for the 
two countries are not available at the 
moment, 

One final point can still be raised in 
this section: the Communist plan for 
fishery development in China does not 
seem to include improvements in fish 
marketing or distribution. In non- 
communist countries, on the other hand, 
this problem is coming to the foreground. 
We shall discuss this matter in the section 
which follows. 


(To be Continued) 


*8N. Kaldor, “Economic Growth ‘and Cyclical 
Fluctuations”, Economic Journal, March 1954, 
p.71. 

*°See B. Ward, “A Hongkong Fishing 
Village”, Journal of Oriental Studies, V, 1. 1. 
No. 1, Hongkong, 1954. 

sy W. W. Rostow, loc. cit., p.41. 

“J. M. Keynes, General Theory of Employ- 
ment, Interest and Money, p. 150. 

*'W. W. Rostow, loc. cit., p. 42. 

*° The Universities of Bombay, Hongkong and 
Malaya will participate in this project. 

** Survey of China Mainland Press, published 
by the American Consulate General, Hongkong, 
No. 1295, May 24, 1956, page 10. 

°° Survey of China Mainland Press, No. 1280, 
39, May 2, 1956. 
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HONGKONG AFFAIRS 


Thinking Long or 
Thinking Short? 


By the Editor 


HEN the five British M.P.s came to 

Hongkong they were all impressed 
with the Colony’s industriousness. Mr. 
R. H. Turton praised the “nice bustle of 
activity” that he found, and Lord Rea 
was struck by the “cheerful and plucky 
optimism” of people in all walks of life 
here. But there are times when one won- 
ders if there is not perhaps too much 
optimism and not enough careful looking 
into the future. 

Today the Chinese Manufacturers’ 
Association opens its sixteenth annual ex- 
hibition of Hongkong products. For one 
month visitors from overseas as well as 
Hongkong residents will be able to in- 
spect the new and improved repertoire 
of the Colony’s workshop. For the last 
few weeks the officers and officials of the 
Association have been in a flurry of 
activity to make the exhibition a success. 

Their long hours of work and effort 
are commendable. The  nineteen-fifties 
are a time of salesmanship, when you 
have not only to turn out-a better and 
cheaper product than your competitor but 
go out of your way to bring the ‘act 
home to your potential customers. The 
16th Exhibition is presumably geared to 
just this objective. 

To ask how far the Exhibition meets 
the need is not to disparage the work 
that has been put into it. On its success, 
after all, depend not merely the fortunes 
of individual members of the Manufac- 
turers’ Association but the future of this 
Colony and all its inhabitants. Hong- 
kong must export its goods’ to survive 
and that necessity is a trust which our 
manufacturers and merchants exercise for 
three million people. 

Last week officials of the Tokyo Inter- 
national Trade Fair, to be held next May, 
visited Hongkong and successfully pub- 
licised their project to the business com- 
munity here. This followed earlier 
publicity in the press both here and in 
other countries. Most trade exhibitions 
of any consequence in the modern world 
devote thoughtful attention long in ad- 
vance to making themselves known to the 
business men and Government officials 
who may‘be-attracted to place orders. 


Hongkong is a tiny community, but 
surely its resources and self-confidence are 
sufficient to emulate this approach. Well- 
designed and carefully-timed publicity is 
the only way of keeping your name and 
your product continually in the public eye, 
and Hongkong should be no exception to 
this. 

Perhaps the problem is a little deeper, 
and concerns. the organisation of the 
C.M.A. Exhibition, which in some ways 
seems more like a little bazaar for the 
entertainment of our own people than a 
serious attempt to catch the foreign buyer. 
Is it not time to consider whether Hong- 
kong needs a larger, perhaps less frequent 
but better-prepared exhibition in which not 
only the C.M.A. but other organisations 
involved in the Colony’s trading life and 
the Government itself would participate? 

It would be interesting to know 
whether the Government has any plans in 
this direction. The time has surely passed 
when different sections of Hongkong in- 
dustry can follow quite independent 
paths. Margins are too small and the 
need too great for any single organisation 
to have to bear the whole burden of 
advertising the Colony’s wares. If each 
organisation—and the Government—were 
to contribute the facilities which each has 
available, there could be a Hongkong 
Fair which would be the talking-point of 
the world. No more ideal place exists in 
this planet for a Tradg Fair to catch the 
international headlines. 

If this is to be, there must be greater 
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co-operation between our great commer-" 
cial bodies. The recent negotiations with 
the Lancashire textile industry have 
proved that it is not impossible, as some 
observers predicted, for leaders of differ- 
ent trades, British and Chinese, to gather 
round a table and agree on a common 
policy to benefit them all collectively. 

Has not the time come for a Federation 
of Hongkong Industries to act as the per- 
manent voice of this Colony’s traders and 
manufacturers, to assist the Government 
in refuting hostile propaganda from 
abroad against our products, to see that 
the name of Hongkong stands defended 
and declaimed in the business communi- 
ties of the world? 

This is the direction that business 
leaders in this Colony should take. Last 
week there was a depressing and deplor- 
able announcement from the Department 
of Commerce and Industry. Only a few 
days before the deadline for sample. pro- 
ducts for Hongkong’s exhibit at the 
Melbourne Trade Fair in February, a 
mere handful of exporters and manufac- 
turers had sent in their goods. The 
response, a Department official declared, 
had been “very poor”. 

Now the Australian market is com- 
petitive, but it is an expanding one. Why 
had the Colony’s manufacturers been so 
apathetic? Was it because there no 
permanent body representing all the 
private interests to handle Hongkong’s 
participation in the Fair? Or was it an 
ingrained lack of interest in trade pro- 
motion—in which case the prospect of 
collective efforts to break into new mar- 
kets is a poor one. 

These are the questions which many 
observers will have in their mind today 
as they gaze at the latest examples of this 
Colony’s inventiveness and its manufac- 
turers’ enterprise. It would be a pity if 
our skill went by default in the wider 
world because its marketers were thinking 
short instead of thinking long. 


HONGKONG 


INVESTMENT 


IN| THAILAND 


Many Hongkong industrialists are now 
looking for ‘investment possibilities 
in S.E. Asia. Some have already put up 
factories in ‘Singapore, Malaya, Indonesia 
and Taiwan, and others are considering 
the invasion of new territory. 

One firm has recently approached the 
authorities in Bangkok to establish an egg 
processing factory in Bang Na, Thailand. 
The project will cost about Baht 6 million 
—or HK$1.6 million. 


According to the Under-Secretary of 
the Thai Ministry of Industry, the 
Government will not invest in the plant 
but Thai business men will probably put 
up part of the capital. 


Poultry raising is now very popular in 
Thailand and the price of eggs is cheap. 
An egg processing factory will raise egg 


_prices and thus improve the living stan- 


dards of Thai farmers. 
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Atoms for Hongkong? 


XPLORATORY talks have taken 
place between Hongkong’s power 
companies and visiting experts in nuclear 
generation of electricity. Mr. Lawrence 
Kadoorie’s brief reference to this last week 
in China Light and Power Company 
Limited’s annual report followed the 
arrival in this area of Sir John Cockcroft 
(of the British Atomic Energy Authority ) 
and of U.S. experts. 

The former was undoubtedly more in- 
terested in Japanese developments. It was 
announced shortly after his visit that the 
Japan Atomic Power Company had 
decided to open negotiations next spring 
with one of the three U.K. consortiums 
for the import of a British reactor. 

There had been some delay in taking 
this decision because of fears on the score 
of general safety and proof against earth- 
quakes. The Americans were presumably 
more interested in the Philippines, where 
plans are afoot for a similar project. 

Tt used to be the fashion in under- 
developed countries to want a steel mill to 
prove one’s economic independence: now 
the importation of a nuclear reactor is fast 
becoming de rigeur. 

For Hongkong this must lie very much 
in the future. “Capital cost per kilowatt 
of nuclear generating capacity,” Mr. 
Kadoorie declared, “particularly for early 
stations, will be very high. Fuel costs, 
however, after allowing for the initial 
charge should be much lower than for 
conventional stations.” 

In this Colony all the oil for our power 
stations must necessarily be imported, and 
fluctuations in the price of oil are reflected 
in manufacturing costs through the sur- 
charge on bulk supply, as the Chinese 
Manufacturers’ Association recently com- 
plained. The tendency will probably be 
for oil prices to rise as Middle East pro- 
ducing countries demand a greater return 
from their wealth. 

But, as Mr. Kadoorie stressed, “genera- 
tion of electricity in Hongkong by this 
means is still some distance off and should 
not be taken as being likely to affect us 
in the near future. Any immediate ex- 
pansion which might become necessary 
will be by means of conventional plant.” 
Most fuel experts in the Colony believe 
that it will be at least fifteen years before 
Hongkong acquires its first reactor. 

By then the initial experimentation will 
be largely over, capital costs should be 
relatively lower and the safety problems 
fully overcome. In a small community 
such as ours the safety factor will be of 
far more crucial importance than any- 
where else. 


Estate Duty Bill 


N December 17 the second reading 
of the Estate Duty (Amendment) 
Bill, designed to close up loop-holes for 
the evasion of this duty, comes before the 
Legislative Council. At the time of writing 
no official information was available, but 
it is. understood that the Government, 
during the course of discussions with the 
Association of Chartered Accountants in 
Hongkong and the General Chamber of 
Commerce, has made some concessions to 
those who opposed the Bill in its original 
form. 

Full comment will not be possible for a 
week or two, but one or two things deserve 
saying at this stage. No one disagrees 
with the major premises of the protagon- 
ists in this debate. On the one hand the 
tax burden should be spread equitably 
among the community and those who 
seek to.evade their responsibilities should 
be stopped. 

On the other hand the legal obligations 
of companies should not be stopped up 
to the point of jeopardising the normal 
working of the free capital market, and 
a flight of capital abroad must be avoided. 
The differences that exist concern the 
point of compromise between these two 
conflicting objectives. 

In that case there is a burden of proof 
on both sides which has not been dis- 
charged. The Hon. A. G. Clarke, the 
Financial Secretary, said in the Legislative 
Council on the ‘first reading of the Bill 
on October 1 that the “loopholes .. . 
have become yawning gaps,” and he 
talked of millions of dollars being lost 
annually to the Estate Duty Office. But 
how many millions? Or, to be a little 
more specific, how many more millions 
does the Government expect to catch in 
its net as a result of the new legislation? 

On the other side the financial com- 
munity talk rather vaguely of “millions” 
of dollars going to Bermuda and other 
tax havens if these changes are made— 
following the transfers that have already 
taken place, independently of the Bill or 
in anticipation of it. But how much? 
What is the realistic estimate of the’ pro- 
portion of Hongkong capital that is 
vulnerable to such measures? 

Until some intelligent guesses are put 
out on these matters—it is of course im- 
possible to measure them except by 
intelligent guesswork—the whole debate 
seems unreal, because the difference 
between these amounts is what it is all 
about. This lacuna in the discussion 
shows up the Government’s lapse of 
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judgment in trying to rush the measure 
through too quickly. 

It is several years since the problem 
was first subjected to scrutiny, and it 
does no credit to the Government to want 
to solve it all in a rush by a complex 
Bill incorporating: pieces of U.K. legisla- 
tion of different’ vintages. At least an 
independent committee should have been 
asked to consider the Government’s 
proposals thoroughly and report on their 
suitableness for the business conditions of 
this Colony. 


HONGKONG’S 
RE-EXPORTS 
First 10 months 
of 1958 
Million HK 

dollars 
Malaya & Singapore ... 225.4 
Thavand seer Peis 133.7 
Mainland China ........ 121.3 
Indonesia Wt :. N anee ee 119.6 
USA. Toasted # 92.2 
Japane Sea. = deca. teye 86.7 
EK oe sale iees) sath cue a oateateas 53.3 
Taiwan oc aneeree on 50.1 
South Koreas Sa. Fees 41.9 
Mataok SACRE «Ses 40.8 
ivuistia Nan gee. Mendig seasons 30.5 
Philippiniess: Sst tea 25.5 
British Borneo ......... 24.1 
Germany” Vio. sas- erase 19.1 
Canadal POR 7.6 18.4 


Weavers Versus Spinners 


HE Colony’s weavers and spinners 
were still at the beginning of this 
week arguing how the Lancashire ceiling 
should be filled, against a background of 
complaints from the U.K. at the delay in 
coming to a conclusion. It is a hard 
question to answer. 

The spinners quite rightly say that if 
Hongkong exports to the U.K. are to be 
limited, the goods supplied within that 
limit should be 100% Hongkong pro- 
ducts, giving maximum business and 
employment to the Colony. But the 
weavers have a strong case for demanding 
that they continue to purchase yarn 
from where they want, in the way they 
have done already. 

Orders for Pakistani yarn have been 
increasing recently, after their fall in the 
past twelve months, and the rise in im- 


‘ports since 1955 has been considerable. 


The weavers want the right to’ buy the 
cheaper product for their cloth, and do 


— 
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not want to be bound to a single source 
of supply where the price might rise in 
conditions of near-monopoly. 

The spinners, it is true, have guaran- 
teed supply and said the weavers can go 
outside if supply in Hongkong fails. The 
Government’s offer to limit imports of 
Pakistani yarn to this year’s level was 
not enough for either side, but compro- 
mise must come some time. Perhaps the 
best plan is to split the quota between 
the two sections. 


Voting with Feet 


SPEECH was made at a Royal 


Commonwealth Society dinner in 
London last week. 


“Hongkong is not a democracy. It is a 
benevolent autocracy and has at times been 
referred to as a benevolent dictatorhip. That 
I deny. But it works and the people are 
happy. 

“Several hundred thousand of Chinese have 
voted with their feet by leaving their own 
country to come to Hongkong because they 
like the Hongkong way of life and they like 
the Hongkong way of Government. 

“Hongkong has no future as an independent 
state or a self-governing dominion, because 
when it ceased to be British colony it will 
simply be absorbed into the neighbouring 
province of Kwangtung.” 


The speaker: Sir Alexander Grantham, 
former Governor of this Colony. Few 
will quarrel with his remarks. They are 
apposite at a time when many Asian 
countries are conducting a tactical retreat 
from democracy, and when Singapore has 
been given a Constitution which everyone 
knows will be short-lived—since no place 
of the size of Singapore or Hongkong can 
remain viable with all the trappings of a 


sovereign state. Their long-term future 
lies with their hinterland, and the only 
question is: how and when? 


In the thirty-eight years left of the New 
Territories lease, Hongkong should expect 
to continue to show the advantages of 
good government and bring increasing 
prosperity to her people. Voting by the 
feet can be just as vociferous as voting 
through the ballot box. 


Police Record 


IS EXCELLENCY the Governor 
will this Sunday preside over the 
annual review of the Hongkong Police 
Force. The recent annual report for 
1957-8 of the Commissioner of Police 
showed that there had been a reduction 
in serious crime last year. Only- 15,705 
cases were reported, against 19,923 in the 
previous year. 

This reduction in crime is especially 
noteworthy, as the Commissioner points 
out, in view of the steady rise in popula- 
tion and the trend in most urban areas 
throughout the world towards a higher 
crime rate. It is particularly commend- 
able that the incidence of juvenile delin- 
quency—at the worst, never very high— 
dropped considerably last year. 

But perhaps public, interest, especially 
oversea, in the police record of the Colony 
is directed more at the question of smug- 
gling. As Mr. A. C. Maxwell, the Com- 
missioner, remarked in his report, Hong- 
kong is an ideal centre for illicit narcotics 
activities. Her role as an entrepét port 
and her geographical position render it 
inevitable that this traffic should take 


‘place in Hongkong. 
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It now presents a ‘problem of consider- 
able magnitude”. Last year 813 kilograms 
of opium were seized, together with 64.6 
kilos of prepared opium, 68.6 kilos of 
morphine and 30.19 kilos of heroin. This 
was over 25°, more than seizures in the 
previous year. 

Either the drug traffic is on the increase 
or police measures are becoming more 
effective—probably both. Ships and air- 
craft from Bangkok are the main carriers. 
Some 70% of the morphine and 30% of 
the raw opium confiscated last year came 
from that city. Karachi and Macao are 
other important sources, and the police 
know that drug traffickers in the Por- 
tuguese Colony maintain a close relation- 
ship with Hongkong’s operators. 

Big seizures and arrests—including 
members of a large international syndicate 
—have rewarded the police efforts to 
combat this trade. Another large seizure 
was made last week at Kai Tak airport 
when 72 pounds of opium and 12 pounds 
of morphine were taken from a -plane 
from Bangkok. 

In the light of this work, it is a pity 
that the incidence of corrupt practices in 
the Force is still high. Last year 507 
investigations were undertaken by the 
Anti-Corruption Bureau, and 253 of the 
reports involved police officers. Ten 
officers were charged, one convicted and 
cases against five others were pending at’ 
the end of the year. 


However, as Mr. Maxwell points out in 
his report, policemen are among those 
most exposed to this temptation, and the 
figures of investigations and charges are 
themselves evidence of the seriousness of 
the Force’s: attempt to stamp out this evil. 
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SPECIAL SURVEY | 


THE HONGKONG FISHING FLEET 


A Survey’ of the Industry and Indications of Trade Opportunities 


Compiled by E. M. Giles 


HE many attractions which Hong- 
kong offers the tourist are being 
publicised by the Hongkong Tourists 
Association and local travel agencies, and 
apart from its outstanding shopping 
facilities, the Colony is rapidly gaining 
international repute as a holiday centre 
of unsurpassed beauty and interest. 
Particularly fascinating does the visitor 
find the fishing fleet: butterfly-sailed junks 
silhouetted -against a sunset sky; teeming 
harbours where domestic life spills from 
a myriad sampan. Strange and absorb- 
ing to western eyes. 


Main Primary Product 


Marine fish is the main primary product 
of Hongkong, and not generally realised 
is the fact that the fishing fleet is the 
largest operating from any port in the 
Colonies. Over 6,000 junks of various 
sizes sail from the numerous fishing 
centres within Hongkong _ territorial 
waters, and the fishing population, many 
of whom spend their entire lives on their 
boats and know no land-based homes, 
number approximately 57,000. 

Two departments of the Hongkong 
Government are concerned with the 
development and welfare of this large 
fishing fleet, the Co-operative and Market- 
ing Department (which administers the 
financially self-supporting, non-Govern- 
ment Fish .Marketing Organisation) and 
the Fisheries Division of the Department 
of Agriculture, Fisheries and Forestry. 
The departments work in close liasion 
and are fortunate in that they are headed 
and staffed by experienced personnel with 
a genuine admiration for the local 
fisherman, and a profound interest in his 
well-being. 


Distribution and Sales 


The Fish Marketing Organisation was 
set up in October, 1945, shortly after the 
re-occupation, to promote the general 
development of the local fishing industry. 
It operates five wholesale fish markets and 
from these the fish goes from fisherman 


to consumer, the Organisation providing 
many of the services normally undertaken 
by middlemen. Non-profit-making, it 
derives its revenue, and covers its 
expenses, from a 6°% commission charged 
on all sales of fish at the markets, and 
it ensures that consumers benefit from 
cheap and fresh fish. Transportation of 
the fish from the various collection centres 
which have been established is undertaken 
by the Organisation. 

Virtually standing in loco parentis to 
the fishing fleet, the Fish Marketing 
Organisation even encourages the floating 
population to save, and fishermen have 
formed Thrift and Loan Co-operative 
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Societies in most of the’ main fishing 
centres. The Organisation operates a 
revolving fund from which cheap credit 
facilities are made available for produc- 
tive purposes, including the purchase of 
equipment and engines. The fund was 
first established in 1946, and last year, 
1957, 782 loans were issued, totalling 
HK$1,191,612.85; HK$774,406.28 were - 
repaid during the year. In August, 1957, 
the American relief agency, CARE IN- 
CORPORATED, donated HK$31,000 to 
serve as a nucleus of a loan fund for 
shrimp fishermen. This fund, too, is 
administered by the Organisation. 

The education of fisher children is an- 
other of its responsibilities, and a great 
one, too, for it is through these children 
that many modern innovations will - be 
introduced to the fleet, and only through 
them that lasting improvements will 
come. 


Technical Progress 


With the Fish Marketing Organisation 
aiding the fisherman in the distribution 
and sale of his catches, the Fisheries 
Division of the Department of Agricul- 


Experimental Boat Fisheries No. 2. Here officers of the Fisheries 


Division demonstrate otter 


trawling. Local 


trawlermen, with | their 


preference for working in pairs, have so far not adopted this method. 
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ture, Forestry and Fisheries assists him 
in increasing this catch. Here progress 
does not come so easily, for while the 
Hongkong fisherman possesses __ the 
shrewdness and the eye-to-business typical 
of his race, he does not readily accept 
alterations in his traditional fishing 
methods. 

The aim of the Fisheries Division. is 
that each boat owner should derive the 
maximum benefit from his boat, and 
since about 959% of the 6,000-strong 
fishing fleet is owner-operated (the rest 
being owner-directed by fish dealers and 
fishing companies) the Division is faced 
with a gigantic task. Progress is slow, 
for age-old traditions are not swept away 


overnight, but it is also satisfying in ‘its 
very achievement. 

The wood in all local fishing boats 
and junks was, traditionally, China fir, 
but this is now in short supply and more 
teak and yacal are being used. The 
method of bending the timber is to burn 
it—a practice both wasteful and in- 
sufficient. 

The Fisheries Division has introduced 
steam bending, although so far there is 
only one steam chest in operation in local 
yards. A craft technician advises on 
improvements to junks and __ boats. 
Builders and owners alike show an ever- 
increasing interest in plans and construc- 
tion (previously construction was done 


DIESEL ENGINES ————_—__ 


Installed in Hongkong Fishing Vessels during 1957/58 


Number of Engines 


Trade Mark New 
British 
NGardiier’», inihs Gree ado ale acer 18 
SLAStOr apes Says aiinea eat a sase teste 45 
POUEL ei tiv. 35 aserere Riri tate 15 
PA tsa Craig tar ccitresa cuanyererrae 2 
PRUSOG MAO ee atte te cee 3 
“Southiron” (made in Hongkong) 1 
“Kelvin”. | Ga). cd..con tis eee 3 
Others avers. cysrere viruses ccernpleres 1 
Totally otis. davies 95 
Japanese 
MD ALY A Wy a wie esate Dre. e Gionhee eraloe eee 110 
SV alitiiania weve ciscietrocie see «rete 114 
Othersificee ct horn sasoremeers a 
Total eexcae aaleycrenerenet 228 
Danish 
BURNS y) uct cre toe are ate noe ae oes 66 
German 
SEW Me sew chags eos sys feawikce esis pas 22 
EGUld mer saesne eh ccr cet ote eens - 
ap OCD TAS 8 PARAS EN SOA ANIG Merri 3 
sBauschen c= vrsnaenthsme sees 1 
Totaly eis ceeuiaceiea 26 
Swedish 
BP DOMACCL oe Carars Bclerain asec. the acanivir eke 27 
American 
BESTE TT CM bain eee ene ean Morea 2 
Others Fema tieecesait ome <atanes - 
Total” sy. c.aee tee sche 2 
Belgian 
esac Meuse tier arate inasaetatstecotetraciea 9 
Chinese 
“Shanghaiwew then. qemeaesa occa 1 
Grand) ‘Total’ hanes 454 


Horse Power 


Old = Total Range Most popular 
rating 
Slits 9329 28 — 152 60 
6 51 7 — 54 18 
6 21 10 10 
7 16 10 — 60 20 
ll 14 5 — 34 15 
6 Z. 20 — 44 22% 
2 D 44 — 132 132 
10 11 100 — 100 70 
359 454 
13 123 5 — 33 if 
5 119 4 — 16 4 
1 5 3 — 200 3 
19 247 
- 66 10 — 30 10 
1 23 22 — 44 22 
5 5 20 — 26 20 
= 3 50 — 155 70 
= 1 16 16 
6 32 
2 748) 11Y4— 48 23 
6 8 132 — 150 132 
a 4 30 — 172 172 
10 12 
= 9 12 12 
- 1 40 40 
396 850+ 


* Most of these were lorry and bus engines converted for marine use. 
+ Actually 848 fishing boats were mechanized in 1957/58, two of them being fitted 


with twin engines. 


__. These figures apply to fishing craft only: details of engines installed in general trading 
junks and pleasure craft are obtainable from the Director of Marine. 


— 
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on rule-of-thumb lines). 

The Division owns two experimental 
boats and these are used to further the 
introduction of modern methods. From 
them fishermen have learned to incor- 
porate wheel houses in newly-built craft; 
they have also learnt the benefits of the 
small steel rudder as opposed to the large 
and clumsy native-type wooden ailing 
rudder. A few owners have gone even 
further and fitted steering wheels with 
modern chain or cable quadrant steering 
as in Fisheries Experimental Boat No. 2. 

Another improvement on the technical 
side has been seen with the introduction 
of mechanical winches, the prototype 
originally constructed from a second-hand 
motorcar’s back axle and gear box. 
Tentative experiments have been carried 
out with a simple and cheap sound de- 
tecting machine. This represents a 
considerable advance on the normal 
“detection” method where fishermen 
trace the movements of fish by pressing 
their ears against the inside hull planking 
of the boat. 


Fisheries Research 


Where scientific research is concerned, 
it is fortunate that the local fleet has the 
beneht of advice from the Fisheries 
Research Unit of the Hongkong Univer- 
sity. Created with money provided by 
the Colonial Welfare and Development 
Fund, the Unit is now financed by the 
Hongkong Government out of a special 
subvention paid to the University. 
Operating its own vessel, the locally-built 
“Alister Hardy”, its scientists report on 
the movement and habits of fish, assist 
the Fisheries Division by experimenting 
with new gear, and play an invaluable 
part in increasing the catch. 


A Seller’s Market 


It will be obvious that a fishing fleet 
of this size presents a most lucrative 
market for diesel engines and _ the 
impedimentia which goes to make up a 
fishing boat. Much can be supplied from 
Hongkong’s own factories, but preference 
for imported engines, ropes and nets is 
marked. In all cases, however, the 
inborne conservatism of the fisherman 
must be studied and would-be suppliers 
should always seek adyice from the 
numerous business houses well versed in 
the requirements of local fishermen. 

A simple example of the essentiality of 
local knowledge is the instance where a 
nylon purse seine net, said to be the 
wrong colour by fishermen on one side 
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of the island, was reported as giving 
excellent results by fishermen on the 
opposite side. 


Mechanisation 


It has been Government policy to give 
every encouragement to boat-owners to 
mechanise their craft. Apart from the 
cheap credit facilities available from the 
Fish Marketing Organisation, the Depart- 
ment of Agriculture, Forestry and 
Fisheries operates a Colonial Develop- 
ment and Loan fund and during 1957/58 
sixteen fishermen took advantage of this 
to make loans ranging from $3,700 to 
$10,000 for the purchase of engines. 

In all, 848 vessels joined the 
mechanized fishing fleet in 1957/58, and, 
after allowing for the “disappearance” of 
85 former mechanized vessels, which 
either reverted to sail or transferred to 
motor trading, the total strength of the 
mechanized fishing fleet on 31st March, 
1958, the end of the fiscal year, stood at 
2,287 vessels, roughly one third of the 
6,000 fishing craft on the register. Two 
thirds of the total landings were brought 
in by these boats. 

The net increase of 763 mechanized 
boats made 1957/58 a record year 


in the history of Hongkong fishing 
boat mechanization. Of interest is the 
fact that 710 of the total of 848 newly- 
mechanized boats joined the fleet during 
the first nine months of the year, an 
average of 237 per quarter. During the 
first three months of 1958, however, the 
total figure registered was only 138. 

It is considered that this sudden 
slowing down of the rate of mechaniza- 
tion is directly attributable to the 
economic uncertainty caused in local 
fishing circles by the Chinese Mainland 
Government action to prohibit Hong- 
kong-licensed vessels fishing in __ its 
territorial waters untess their owners 
have agreed to land a certain proportion 
of their catch in Mainland China. 


Credit Facilities 


Following the lead set by the Hong- 
kong authorities, local firms representing 
diesel engine manufacturers have been 
quick to see the opportunities of the 
mechanization programme. Extending 
their own loan facilities, these firms have 
played an important part in mechaniza- 
tion which has been achieved. 

But should it be thought that profits 
are there merely for the plucking, it 
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must be admitted that, despite the 
potential, the credit sale of diesel engines 
to fishermen with little to offer for 
security, is not the best of risks. To 
eliminate possible losses, all credit 
negotiations should be done through the 
Fish Marketing Organization, which is 
able to recoup instalments by making de- 
ductions from individual catches. 


The horse power of the engines pur- 
chased naturally depends on the type and 
requirements of the vessel; junks engaged 
on deep sea trawling average a main 
engine horse power of 114, while smaller 
vessels, working inshore, run adequately 
on an engine of 4—6 horse power. In 
short, there is a market for any suitable 
engine (it must be diesel driven since 
regulations preclude the use of petrol 
engines) ranging from 3 to 200 hip. 
There is also a good demand for con- 
verted engines, i.e. former lorry or bus 
engines converted for marine use, as well 
as for serviceable second-hand engines. 


Official Statistics 


The annual review for 1957/58 of the 
Department of Agriculture, Forestry and 
Fisheries will shortly be published, but 
special permission has been given to pre- 
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sent here the above table extracted 
from the report and showing the types 
of diesel engines installed in local fishing 
vessels during the last fiscal year. 


Where re-conditioned engines are 
concerned, those of British make were 
by far the most popular. Of the new 
engines purchased, those of Japanese 
manufacture were best sellers. Sales ct 
engines of Scandinavian manufacture 
made good progress. 


Outlets 


That there is tremendous scope for the 
fishing industry is undeniable. Next to 
rice, fish is the most important item in 
the Chinese diet—and there are an 
estimated three million Chinese .in the 
Colony. Salted and dried fish exported 
to Chinese abroad forms a big trade, and 
although the Mainland Chinese authori- 
ties have imposed a ban on the importa- 
tion of this fish, exporters continue to 
explore other outlets. 


During the year 1957, a total of 1,350 
tons of locally caught and dried fish were 
exported, mainly to Indonesia, Singapore, 
Malaya, Canada and the United States. 
No attempts on a commercial scale have 
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been made to market manufactured by- 
products of the industry such as glue, 
fish meal, ar pearl essence. 


The Colony’s waters abound in a 
particularly luscious type of prawn and 
one recent development in the fishing 
industry, fostered by a few leading export 
houses, is the marketing of quick-frozen 
prawns. An increasing demand for these 
is apparent from the United States. It 
was because of this that, during 1957, 
the Fish Marketing Organization found 
itself providing separate landing plat 
forms, auction premises and cold storage 
space where sales of “States-bound” 
prawns could be supervised in accordance 
with the procedure agreed upon between 
the Hongkong/United States govern- 
ments. 


To raise the efficiency of the trawlers 
engaged in shrimp and prawn fishing, 
the Fisheries Division of the Department 
of Agriculture, Forestry and Fisheries is 
teaching fishermen to use machine-made 
netting instead of the traditional hand- 
braided nets. The British synthetic fibre 
“Courlene x 3” is being used for initial 
experiments and early trials have proved 
most satisfactory. 
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Many Favourable Factors 


Pessimists may say that the Hongkong 
fishing industry faces an uncertain future, 
and quote recent attacks by Mainland 
Chinese craft on unarmed fishing boats. 
Optimists point to the numerous fisher 
families leaving their Chinese bases and 
seeking a new livelihood. in Hongkong. 

At an F.A.O. discussion on fishing 
subjects in Tokyo early in October, 1958, 
Mr. Colin Beever, F.A.O. economist, 
pointed out that concrete instances and 
personal observations had indicated to 
him that the same investment in technical 
skill and equipment may produce a 
higher return from fisheries than from 
agriculture. This was especially true, he 


believed where there were:— 

a) a combination of favourable factors 
such as mechanization and improve- 
ments of boats and gear. 

b) reliable knowledge of fish stocks. 

c) better transport and storage facilities. 

d) an expanding market for fish. 

Looking at these conditions, as seen 

by an expert, there is some cause for 
satisfaction as far as the Hongkong fish- 
ing fleet is concerned. It possesses a vast 
consumer market upon its own quay- 
sides, irrespective of exports: its transport 
and storage facilities are excellent, thanks 
to the efforts of the Fish Marketing 
Organization: reliable knowledge of fish 
stocks is available from the Fisheries 
Research Unit at the University. Boats 


Peking’s Threat to Fleet’s 


Traditional Grounds 


CONTRIBUTOR to these columns 

sees for the Hongkong fishing fleet 
many favourable factors that could ensure 
a prosperous future, not only for the 
fishermen, but for allied businesses and 
industries. 

Like W. S. Gilbert’s policeman, the lot 
of a fisherman is not usually a “happy 
one’, for the hardships are many, but in 
Hongkong the economic hazards had, at 
any rate, been minimized by the con- 
structive policy of a benevolent govern- 
ment which had placed the fishing indus- 
try on a sounder footing than any in 
East and South East Asia, Japan excepted. 

Apart from the need for more 
mechanization, the only problem facing 
Hongkong today is political, with the 
authorities on the Mainland attempting 
to prevent locally licensed craft fishing in 
Chinese territorial waters unless a portion 
of the catch is sold on the Mainland. 

Hongkong fishermen are naturally re- 
sentful at these restrictions on what they 
regard as traditional fishing grounds, and 
fearful that compliance would lead to 
compulsion to join Mainland co-opera- 
tives. Several incidents where armed 
craft have been used to demonstrate the 
determination of the Mainland Govern- 
ment have added to their fear. 

It is a moot point whether or not the 
situation would have arisen had not Ice- 
land suddenly announced the enforce- 
ment of a 12-mile limit. But to the 
impartial observer it is a source of sur- 
prise that the situation did not occur 
sooner. 


The delineation of territorial waters has 
ever been a problem for the cartographer 
and perhaps Hongkong, sitting snugly 
inside the boundaries defined by the 
treaty of 1899, when the New Territories 
were leased to the Colony, does not ap- 
preciate the difficulties of a vast, indented 
coastline. In defining territorial waters, 
a line is drawn across bays and river 
mouths and the territorial limit calculated 
from there. 

Applied to the huge mouth of the Pearl 
river, the limit of China’s waters is 
brought very close to that of Hongkong. 
And the cartographic rule, further 
applied, would put a three mile limit 
around the numerous  Chinese-held 
islands off the coastline of Hongkong. 

Traditional fishing grounds they may 
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and gear are continually improving, 
under the direction of the Department of 
Agriculture, Forestry and Fisheries. 

Politics aside, in mechanization alone 
is there any lag. The main obstacle 
would seem to be financial, with fisher- 
men chary of committing themselves to 
loans from existing funds and suppliers 
wary of involving themselves too deeply 
in extension of credit facilities. 

With these problems solved, total 
mechanization of the entire fleet could 
be realised and diminutive Hongkong 
would, in all probability, join the ranks 
of those great fish-producing countries 
(there are seven at present) whose 
annual catches of fish exceed one million 
tons. 


be, but it must be admitted in all honesty 
that local fishermen have, for over a hun- 
dred years, only fished in these waters 
on sufferance. 


The question now is how to solve the 
problem speedily. There is no sign that 
local fishermen wish to return to the 
Mainland, rather is the reverse the case 
with Chinese craft seeking refuge here. 
Local boats operating in the Pearl River 
estuary are at present given the choice 
of possible physical violence or economic 
coercion. 


The obvious solution is to turn to the 
waters south of the Colony, a method 
which would require a complete re- 
organisation within the industry for boats 
which fish in one area seldom venture to 
another. Whatever the remedy, it must 
be applied rapidly to prevent injury to 
the industry, hardship to many of the 
fisherfolk and a consequent shortage of 
a staple food throughout the Colony. 


Medical Milestone 


HE announcement that His Royal 
Highness Prince Philip, Duke of 
Edinburgh will lay the foundation stone 
of the new Kowloon Hospital during his 
visit to the Colony in March, 1959, 
focusses attention once again on the 
strenuous efforts Hongkong is making to 
provide the best of medical facilities for 
its ever-increasing population. 

The hospital, to be known as the Queen 
Elizabeth Hospital, will contain about 
1,300 beds, together with operating 
theatres and specialists’ departments, all 
on the most up-to-date lines. 


Excavation work on the site has com- 
menced and tenders for the construction 
were called for in the Government 
Gazette of 28th November. It is expected 
that the first patients will be admitted in 
1962. 

Hongkong already possesses the most 
modern maternity hospital in the Far 
East, the 200 bedded Tsan Yuk Hospital 
opened in 1955. From the plans of the 
Queen Elizabeth Hospital, it is obvious 
that the Colony will shortly be able to 
boast that it has also erected the most 
modern hospital in the region. 
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Big Banks to Merge? 


HE proposed merger between the 
T Hongkong and Shanghai Banking 
Corporation and the Mercantile Bank 
Limited follows the trend for British 
banks—and other businesses—operating 
abroad to group themselves in stronger 
units. Now that the Chartered Bank has 
taken over the Eastern, this new move 
would reduce the number of major 
British banks in East and S.E. Asia to 
two. 

Partly this is a natural development in 
modern business organisation and 
methods: partly, no doubt, it reflects 
increasing competition. A recent survey 
conducted in Japan showed that foreign 
banks there were losing business because 
of the recovery of Japan’s banking and 
financial institutions from their early post- 
war eclipse. Foreign currencies deposited 
with the 14 foreign banks in Japan 
dropped by over 56% last year, and this 
‘can only partly be explained by poorer 
general trading conditions. 

The major reason was the expansion of 
the Bank of Tokyo and other Japanese 
foreign exchange banks, encouraged by 
Government custom. Foreign banks are 
now, according to reports, forbidden to 
open new branches, and a fortnight ago 
the Dutch Nationale Handelsbank N.V. 
closed down its branch at Kobe. 

It is against this background that the 
suggested amalgamation would take place. 
The combined assets of the two banks 
would reach nearly £300 million, or over 
HK$4,500 million. In Asia the Hong- 
kong Bank has 39 branches (apart from 
five in Europe and the U.S. and the two 
of its Californian subsidiary), while the 
Mercantile has 31. They overlap in 
twelve cities—Bombay, Calcutta, Colombo, 
Rangoon, Singapore, Kuala Lumpur, 
Ipoh,’ Penang, Hongkong, Bangkok, 
Tokyo and Osaka. The amalgamation 
would cover 50 of the major cities and 
trading centres in South and East Asia. 

The combined profits of the two banks 
last. year totalled about £1,646,000. 
Profits expressed as.a proportion of total 
assets over the last two years have 
averaged 0.45°% for Mercantile, 0.6°% for 
Hongkong Bank. 

The strength of the Mercantile, its 
position in the Indian sub-continent, is 
the Hongkong’s weakness. In the four 
countries Indra, Pakistan, Ceylon and 
Mauritius the Mercantile has 16 branches 
(over half of its total), to the Hongkong’s 
three. 

But the Hongkong is represented’ in 
seven countries and territories (all East of 


Singapore) where the Mercantile does no 
business—Indonesia, the Philippines, 
China, Vietnam, Cambodia, North Borneo 
and Brunei. The spheres of influence in 
the new combined bank are already fairly 
clearly marked. One could almost draw 
a line down the middle of Malaya. 

A comparison of the profit and loss 
accounts of the two banks on their 
business done inside the Indian Union is 
instructive. Last year the Hongkong 
Bank made a loss of 479,000 rupees 
(against a profit in 1956 of 761,000 
rupees). The Mercantile made a profit 
in both years—of 1,032,000 rupees last 
year and 707,000 rupees in 1956, In 
other words in the last two years the 
Mercantile’s profit was very much greater 
than the Hongkong’s. If profit and loss 
accounts were published for other terri- 
tories, the Hongkong Bank would no 
‘doubt be seen to have a similar superiority 
over its future partner in Japan’ and 
Hongkong. 

Apart from the Hongkong, only four 
of the 17 foreign banks operating in 
India last year showed a fall in profit— 
the Bank of China, Bank of Tokyo and 
two other British banks, both of which 
have since amalgamated with others, the 
Eastern with the Chartered and the 
National with Grindlays. 

It is reasonable to suppose that some 
branches will be closed, and to the outside 
observer the most likely candidates are 
those in India, Japan and the Federation 
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combined banks’ branches would be in. 
the single territory of Malaya, which 
seems a clear case of overloading. But 
the two organisations would be run, 
initially at least, as separate entities, and 
it is understood that assurances would be 
given to the staff of both banks that few 
if any of them would lose by the merger. 

This presupposes that the amalgamation 
will go through. It is unlikely on the 
face of it that the Hongkong Bank 
shareholders will object to increasing their 
capital from the present HK$50 million. 
The reactions of Mercantile shareholders 
are less easy to predict. 


Two in One Day 


HIS week two. new Government 

primary schools opened on the same 

day; providing places for 4,320 new pupils 

all at once. This remarkable event is only 

the fore-runner of a great expansion in the 

Government’s primary education _ pro- 
gramme during the current year. 

Additional places will be provided for 
80,000 new pupils before the beginning of 
the next school year, it is hoped. This is 
two-and-a-half times the annual target 
figure under the seven-year plan for 
education. 

This is a record of which any country 
would justifiably be proud. The Educa- 
tion Department is to be congratulated on 
the speedy implementation of its pro- 


of Malaya. Almost a quarter of the gramme. 
HONGKONG SHIPPING STATISTICS 
Octobe; 1958 
Vessels Cargo 
Flag Arrivals Departures Import Export 
No. Tonnage No. Tonnage (tons) (tons) 

British? "5s 72. eae 131 370,428 133 356,142 122,331 81,712 
Chinese 1eSE RR 25 8,370 26 17,554 9,004 1,621 
Costa Ricait . .cec isin cs i 5,294 1 5,294 — — 
Danish «1s 14 54,637 15 56,500 4,882 7,589 
Dutch) hueweencee 21 90,788 22 95,656 17,288 17,467 
Rrench tenance 6 28,085 6 28,085 2,335 2,275 
CLITAEIIED Gio ae aueaacd 5 23,688 5 23,688 2,047 B2IM 
INGIETN Shoes cogencuds 2 7,870 2 7,870 198 400 
Jtaliane wate cea 2 13,178 2 13,178 16,515 105 
Japanese’ “Sihy.ccesmees 61 194,229 62 200,170 24,883 31,557 
Korean) sii.) Sia 4 8,631 4 8,631 3,648 1,680 
Liberian Pe et 8 35,952 5 20,182 64,043 1,550 
Norwegian... sss 39 113,971 38 112,143 39,760 20,116 
Panamaniah ...:..... 13 34,806 9 21,079 47,342 6,961 
Philippine) e.en eee 33 9,245 3 9,245 1,061 25= 
Polish Seis... ee 2 7,350 2 7,350 150 — 
Portuguese .......... 1 4,133 1 4,133 _ 250 
Swedishy fein fon: 9 28,161 9 28,161 4,059 3,110 
USAC Nearer Berton se 17 92,650 17 92,650 6,670 5,580 
Yugoslavia 1 1,724 1 1,724 —_ 400 
Greek Uh Ween 1 5,233 1 5,233 9,500 — 
RUSS IRA. Sate ee 1 2,044 1 2,044 — _ 
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1,125,712 375,716 


December 4, 1958 


HONGKONG'S TRADE 


——_—, 


Conspicuous Increase in Exports 


to Malaya and Singapore 
By Richard Ying 


IHERE were more orders from 
Singapore and Kuala Lumpur for 
Hongkong manufactures and Chinese 
products than during the preceding week. 
This sudden improvement in demand 
from Malayan markets was stimulated 
chiefly by the rumour that Peking would 
suspend trade with Singapore and Malaya 
in retaliation of the “unfriendly attitude” 
towards Chinese goods adopted by these 
two governments. 

Exports of Hongkong products to the 
United Kingdom, the United States and 
West Germany remained substantial but 
reexports of produce (both Chinese and 
S.E. Asian) to Japan, Europe and the 
U.K. slowed down. 

Demand from S.E. Asia, Taiwan and 
Korea for American, British and Japanese 
industrial supplies and consumer goods 
was selective and the volume of these pur- 
chases was still small. 

Commodity prices here last week were 
steady in general; with the exceptions of 
sugar and wheat flour, other popular 
items were short in stock. 

China—Orders from Canton and 
Shanghai covered odd lots of black plate 
waste waste and rayon yarn. Firm prices 
here for black plate waste waste handi- 
capped China’s purchases from the local 
market while short supply of Italian and 
French rayon yarn restricted the volume 
of China’s orders. 

Heavy imports of firewood from China 
were resumed. Retail prices on the local 
market dropped by about $2 per picul 
because imports from S.E. Asia were also 
substantial.. Imports of Chinese frozen 
prawns and other frozen food continued 
to increase in variety as well as in quantity. 
Frozen chicken and frozen pork from the 
mainland are now flooding the local 
market. 

Japan—Cargo movements between 
Hongkong and Japan slowed down; im- 
ports of cotton textiles, sundries and 
consumer goods amounted to about 1,000 
tons while exports of produce, scraps and 
kaolin totalled only about 800 tons during 
the week. 


A five-member Japanese trade and 


goodwill mission from Kobe led by Mr. 
Shigeru Kinoshita (Economic Bureau 
Director, Kobe Municipal Office) arrived 
here last week from Tokyo for a six-day 
visit. The mission is on an extensive 
market survey and conference tour cover- 
ing Manila, Saigon, Bangkok, Singapore, 
Kuala Lumpur, Rangoon, Calcultta, 
Madras and Colombo. 

Mr. Hikotake Eto, Secretary General of 
the Tokyo International Trade Fair, last 
week gave a cocktail party in Hongkong 
to local businessmen introducing them to 
the Fair which will be held from May 5 
to 22, 1959. About 3,000 exhibitors in- 
cluding 30 foreign countries will partici- 
pate in the Fair. According to Mr. 
Takahashi, liaison officer of the Fair, 
Hongkong manufacturers had been invited 
to display their goods but did not find it 
possible to’ accept. 

The United Kingdom—Hongkong 
textilemen finally agreed on the. text of a 
letter to Lord Rochdale, Chairman of the 
British Cotton Board reiterating the 
acceptance of a voluntary ceiling on cotton 
goods exports. The letter also outlined 
the basic conditions on which the local 
textile industry is prepared to limit its 
shipments to Britain. 

In U.K., the Mayor of Rochdale urged 
the Government to bring about an 
immediate agreement with Hongkong on 
the current quota negotiations. Reuter 
reported from Manchester that people in 
many Lancashire cotton towns were 
petitioning the Government for immediate 
help to prevept the increase in unemploy- 
ment among textile workers. 

On November 28, Prime. Minister 
Harold Macmillan had a 50-minute talk 
with British cotton industry leaders in 
London on the current negotiations for 
voluntary limitation of textile exports from 
Hongkong to the U.K. Details of the 
discussion have not yet been disclosed. 

Europe—Exports of Hongkong manu- 
factured goods to Europe went chiefly to 
West Germany and Sweden; principal 
items were cotton textiles and garments. 
France and, Switzerland remained at the 
bottom of the list of European customers 
for Hongkong products. 
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Germany also provided steady demand 
for produce. Total exports to Europe last 
week amounted to about 4,000 tons con- 
sisting of about 30 per cent of Hongkong 
products. 


The United States—Qver 2,000 tons of 
Hongkong manufactured goods were 
shipped to the U.S. last week; rattan 
furniture, cotton textiles and plastics con- 
stituted the major portion of the tonnage. 
Demand for gingham was particularly 
strong. Hongkong gingham is cheaper 
than similar Japanese goods at present. 

Thailand—About 4,000 tons of rice 
arrived from Thailand during the week. 
There were also hide, maize, teak, salt, 
groundnut oil and other staples from 
Thailand but the volume was not as sub- 
stantial as that of rice imports. 


Exports to Thailand were more active 
than during the preceding week. Principal 
items included cotton yarn, vacuum flasks, 
structural steels, paper and foodstuffs; 
over 50 per cent were of Chinese origin. 

Indonesia-—Djakarta importers nego- 
tiated with Hongkong mills for the 
purchase of Hongkong cotton textiles on 
credit. Local spinners and weavers were 
not interested in the deal because the 
profit was not attractive enough. 


Malaya—Reports from Singapore and 
Kuala Lumpur indicated that merchants 
there were much worried about China’s 
suspension of exports to Malayan markets. 
There were, however, no official confir- 
mation from Peking on the rumoured 
retaliatory action taken by Peking against 
the Singapore and Malayan Governments’ 
ban on imports of Chinese textiles. 


Importers in Singapore and Malaya 
therefore booked considerable quantities 
of Chinese foodstuffs and light industrial 
products from Hongkong during the 
week. Orders also covered large ‘quan- 
tities of Hongkong manufactured cotton 
goods and canned food. Total exports to 
Singapore and Malaya during the week 
amounted to about 8,000 tons. 


The Philippines—There was an increase 
in the number of orders from Manila for 
cotton yarn, sundries, plastics, aluminum- 
ware, enamelware and other Hongkong 
manufactures. Most shipments will be 
made before the end of this year. 


A 16-member group from the Federa- 
tion of Chinese Chambers of Commerce 
in the Philippines led by Mr. Ralph 
Nubla, came here last week for a 2-day 
stay on a trade and goodwill mission to 
S.E. Asia. The mission is seeking closer 
cooperation with overseas Chinese in S.E. 
Asia and studying general business con- 
ditions in these countries. 
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Korea—Seoul importers ordered some 
paper, chemicals, metals and worsted yarn 
from here. The volume of the business 
was very small. Korean merchants wanted 
to barter for paper but Hongkong dealers 
were not keen on the deal because Korean 
peace do not have a very wide market 

ere. 


Cambodia—Phnompenh importers con- 
tinued to procure wheat flour, cement, 
cotton garments and other Hongkong 
manufactured goods from here. In addi- 
tion to barter purchases, Cambodian 
‘merchants also bought essentials from 
here with self-provided foreign exchange. 
Imports from Cambodia consisted chiefly 
af cotton, live hogs, maize, sundry pro- 


visions and hide. Imports of rice 
dwindled. 
Vietnam—A journalist from Saigon 


last week alleged that authorities there 
were still discouraging imports from 
Hongkong because they could not be sure 
of the origin of supplies from this Colony. 
At present, Saigon is procuring most 


Commodities: Low 


supplies direct from France, the United 
States and Japan. 

Burma—Hongkong did not get the 
order from Rangoon for the processing of 
American cotton; the contract went to 
Japan. From here, Rangoon bought 
small quantities of groundnut oil, wheat 
flour, used newspaper, cotton goods, 
worsted yarn, leather goods, patent medi- 
cines, cosmetics and sundries. 

Imports from Burma were limited to 
insignificant lots of teak and other timber, 
beans and other staples. High indents 
discouraged local dealers from booking 
tod much supplies from Rangoon. 

Africa—Consignments of cotton goods 
and metalware to West Africa totalled 
about 1,000 tons during the week. New 
orders from this source, particularly from 
French ‘West Africa, were few and 
covered only small quantities of cotton 
garments and _ sundries. It was 
reported that French West Africa had 
started the quota restriction on imports of 
cotton goods from Hongkong on Novem- 
ber 1, 1958 instead of January 1, 1959. 


Buying Offers & 


Short Stocks Limit Transactions 


Produce—Selective demand from Japan, 
Europe, Australia and other sources kept 
the market active but the volume of busi- 
ness was small particularly in the case of 
oilseeds and oils which was restricted by 
the inadequate supplies from Canton. 

Singapore and Malaya absorbed con- 
siderable quantities of beans from the local 
market. Local dealers were anticipating 
better demand from these two sources for 
beans and other staples of Chinese origin 
on account of the rumoured: curtailment 


of direct trade between China and 
Malayan markets. 
Metals—Structural steels and base 


metals retained steady demand from S.E. 
Asia, Korea and from local buyers. China 
was interested in blackplate waste waste 
which advanced on marked-up British and 
American indents. Prices for other 
popular items were also firm on light 
stocks. Scrap metals were still favoured 
by Japan but the volume of business 
remained small. 

Paper—Newsprint, cellophane and 
woodfree printing attracted orders from 
Taiwan; art printing, sulphite, glassine 
and duplex board were favoured by 
Korea; poster, bond, glassine by Thailand; 
tissue by Indonesia; and glassine, alumi- 
num foil, straw board and duplex board 
by Singapore and Malaya. The turnover 
was not impressive because orders from 
these sources were limited to small sums 
of a few thousand dollars. In the case of 


exports to Korea, local dealers were not 
interested in conducting barter trade with 
Seoul importers; trade was therefore 
limited to cash or L/C dealings. 

Local consumption of printing, packing 
and writing paper remained normal. 
Chinese paper retained strong local 
demand and keen interest of S.E. Asian 
buyers but supply from Canton was still 


irregular. 
. Industrial Chemicals—Korea bought 
some sodium cyanide and Taiwan 


absorbed a small lot of shellac from here 
during the week. The market was other- 
wise very quiet. Prices were steady in 
general because imports from China were 
not heavy. 

Pharmaceuticalsk—Demand for fine 
chemicals, both from local manufacturers 
and overseas buyers, was sluggish. Prices 
continued steady because popular items 
such as aspirin, phenacetin, sulfonamides 
and vitamin powders were short in stock 


and local dealers still refrained from 
booking heavy replenishments from 
abroad. 


Towards the end of last week, it was 
rumoured that Canton might dump some 
sulfonamides, aspirin and phenacetin in 
the local market in the near future. A 
few months ago, Canton dumped a small 
quantity of phenacetin on the local market 
but as soon as prices were forced down to 
below-the-cost level, communist purchas- 
ing agents here immediately absorbed all 
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available lots on the marker. 

Cotton Yarn—Local demand for Hong- 
kong manufactured cotton yarn weakened, 
Exports of Hongkong yarn also slowed 
down; Indonesia’s purchases were handi- 
capped by the lack of funds in Djakarta 
while Burma’s order went to Japan. 
Philippine weavers and knitters continued 
to procure some cotton yarn from here but 
the volume was small. 

Towards the end of last week, local 
textile manufacturers were still arguing 
over the problem of using only locally 
made cotton yarn for cotton cloth and 
made-up goods to be shipped to the United 
Kingdom under the proposed quota. 

Spinners pointed out that the letter 
which the negotiating committee handed 
to Lord Rochdale on October 9 stated that 
“unanimous agreement has been reached 
by the Hongkong Committee on the 
specification that, with a few minor 
exceptions, cloth and made-up goods to be 
shipped against the Hongkong ceiling 
shall have been spun, woven and where 
applicable, finished in the Colony.” 

Weavers, however, insisted to use yarn 
of whatever origin. They refused to 
accept the limitation even though spinners 
had assured the weaving industry that 
adequate supply of yarn would always be 
available at very reasonable prices. 

Imported yarn was also quiet in the 
market. New indents from Karachi were 
further reduced to attract more orders 
from Hongkong weavers and knitters. 

Cotton Piecegoods—Spot transactions 
were quiet last week. Exports to the 
United Kingdom, Europe and the United 
States remained heavy. American buyers 
were particularly interested in Hongkong 
manufactured gingham because prices 
were even cheaper than similar Japanese 
goods. 

Singapore and Kuala Lumpur importers 
enquired for Chinese grey and other cloth 
from the local market but made no pur- 
chases because the Singapore and Malayan 
Governments did not accept their request 
to lift the import ban on Chinese textiles. 


Wheat Flour—Prices for imported 
brands were more steady than during the 
preceding week; Cambodia and Burma 
continued to absorb Australian and other 
brands from the Jocal market. 


Cement—Exports of Hongkong cement 
to Singapore, Malaya and Cambodia im- 
proved. Local demand for Green Island 
products also increased on account of the 
curtailed supply from Japan and Canton. 
Prices assumed a firm trend in general 
because Chinese indents were marked up 


by $5 per ton during the week. 
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| THE EXCHANGE MARKET 


U.S. Dollars Steady 


But Pesos Sluggish 


By Fuchun Chan 


HE market last week was quiet but 

the undertone at the close on Satur- 
day was steady. Trading totals were: 
T. T. US$2,880,000; Notes cash 
US$280,000; forward US$1,280,000; 
D. D. US$320,000. 

In the T. T. sector, gold and general 
importers provided the usual demand 
while funds from Japan, the Philippines 
and Bangkok remained normal. 

In the Notes market, there were some 


small speculative activities but the 
volume of business was only US$1 
million per day. Interest favoured sell- 
ers and. aggregated HK$2.60 per 
US$1,000. 
In the D. D. sector, the market 
remained quiet. 
WS 
of ened ig Bea Notes Notes 

Nov. High Low High Low 

24 $578% 578 576% 576% 

25 579%, 578% 577% = 56% 

26 579% 578% 577% 576% 

27 578% 578% 577% 576% 

28 579 578% 576% 576% 

29 578% 578% 576% = 576% 

D. D. rates: High 577% Low 577. 


The highest and lowest rates in 
November were: T. T., 57934 and 578; 
Notes, 578% and 576%. 

Far Eastern Exchange 

Highest and lowest rates per foreign 
currency unit in HK$: Philippines 1.635 
—1.595, Japan 0.0149—0.014825, Malaya 
1.885, South Vietnam 0.0704—0.0685, 
Laos 0.0724, Cambodia 0.075, Thailand 
0.2739, Indonesia 0.0625. Sales: Pesos 
260,000, Yen 55 million, Malayan 
$250,000, Piastre 7 million, Kip 6 million, 
Rial 5 million, Baht 3 million, Rupiah 
400,000. 

Pesos Dip 

Peso continued to drop under selling 
pressure which was brought about by the 
revived influx of capital from Manila. 

Agreed Merchant T. T. Rates 

Selling and buying per foreign currency 
unit in HK$: England 16.2025—16.1006, 
Australia 13.0169—12.7575, New Zealand 
16.237—15.868, United States 5.7971— 
5.7143, Canada 5.9925—5,904, India 
1,.2158—1.2048, Pakistan 1.2176—1.2039, 


Ceylon 1.2214—1.2066, Burma 1.2158— 
1.2048, Malaya 1.8935—1.8757. Selling 
per foreign currency unit in HK$: 
South Africa 16.237, Switzerland 1.3289, 
Belgium 0.1168, West Germany 1.3913. 


Chinese Exchange 
People’s Yuan officially unchanged at 
6.839 per Pound Sterling, 0.427 per HK$, 
and 2.345 per US$.. Cash notes quoted 
here at HK$0.91—0.78 per Yuan. 
Taiwan Dollar official selling and 
buying rates for US$ were fixed at 36.38 


and 36.08; cash notes quoted at 
HK$0.1285—0.127, and remittances at 
0.1275—0.127. 

Bank Notes 


Highest and lowest rates per foreign 
currency unit in HK$: England 16.08— 
16.07, Scotland 14.80, Ireland 13.50, 
Australia 12.68—12.67, New Zealand 
13.85—13.83, Egypt 10.05—10.03, East 
Africa 15.10, South Africa 15.75—15.73, 
West Africa 13.00, Jamaica 13.50, 
Gibraltar 13.50, Malta 12.50, Cyprus 
12.50, Fiji 10.00, India 1.178, Pakistan 
0.875—0.85, Ceylon 0.885, Burma 0.52, 
Malaya 1.849—1.837, Canada 5.9375— 
5.91, Cuba 5.00, Argentina 0.12, Brazil 


—— Last Week’s Selling Rates 
of Local Exchange Dealers 


Country In HK$ In US$ 
America (Dollar) 5.775 — 
Australia (Pound) 12.80 2.218 
Britain (Pound) 16.10 2.79 
Burma (Kyat) ... 0.54 0.094 
Cambodia (Rial) . 0.077 0.01334 
Canada (Dollar) . 5.93 1.028 
Ceylon (Rupee). .. 0.92 0.159 
France (Franc) 0.0126 0.002184 
Hongkong (Dollar) — 0.17346 
India (Rupee) .... 1,185 0.205 
Indonesia (Rupiah) 0.063 0.01092 
Japan (Yen) 0.0151 0.002617 
Laos «(Kip)i). ser 0.071 0.01231 
Macao (Pataca) .. 1.01 0.175 
New Zealand 

(ound) ieee 14.00 2.426 
Pakistan (Rupee) 0.88 0.153 
Philippines (Peso) 1.61 0.279 
Singapore (Dollar) 1.85 0.32 
South Africa 

(Pound) ...... 15.80 2.738 
Switzerland 

(Franc) 1.36 0.236 
Taiwan (Dollar) . 0.134 0.02322 
Thailand (Baht) . 0.272 0.04714 
South Vietnam 

(Pidstre)” Fannee 0.072 0.01248 
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0.035, Peru 0.24, Mexico 0.40, Philippines 
1.7075—1.61, Switzerland 1.335, West 
Germany 1,3575, Italy 0.009, Belgium 
0.107, Sweden 1.02, Norway 0.72, Den- 
mark 0.77, Netherlands 1.45, France 
0.0125—0.0124, South Vietnam 0.0715— 
0.07, Laos 0.07—0.067, Cambodia 0.077 
—0.07425, New Guinea 1.00, Indonesia 
0.062—0.0605, Thailand 0.267—0.2655, 
Macao 0.998—0.996, Japan 0.01505— 
0.0148. 
Gold Transactions 
Also Quiet 

GOLD HIGHS & LOWS ——. 


Nov. High .945 Low .945 Macao .99 
Tel 52 251% Low 262% 
25 252% 252% 262% High 
2628 25295 22D 


27 252% 252 
28 252% 25244 
29 252% 252 


Opening and closing prices were both 
at 252, and the highest and lowest 
252% and 251%. The highest and low- 
est rates for the month of November 
were 252% and 251%. 

The market was very quiet last week. 
Interest for change over in forward 
favoured sellers and aggregated 65 HK 
cents per 10 taels of .945 fine. Tradings 
averaged 3,400 taels per day and totalled 
20,400 taels for the week, of which 
10,840 taels were cash dealings (2,340 
taels listed officially and 8,500  taels 
arranged privately). 

Imports from Macao amounted to 
9,000 taels. One shipment of 16,000 fine 
ounces reached Macao in the week. 
Exports totalled 6,500 taels (5,000 taels 
to Singapore, and 1,500 taels to Bang- 
kok). Differences paid for local and 
Macao .99 fine HK§$12.50 and 11.10 
respectively per tael of .945 fine. Cross 
rates were US$38.05—38.04 per fine 
ounce, and 19,200 fine ounces were con- 
tracted at 38.04 per fine ounce cif Macao. 

U. S. double eagle old and new coins 
quoted at HK$262 and 238 respectively 
per coin, English Sovereigns HK$59 per 
coin, and Mexican gold coins HK$270 
per coin. 

Silver Transactions 

500 taels of bar silver traded at 
HK$5.75—5.70 per tael, and 500 dollar 
coins at HK$3.70 per coin. Twenty- 
cent silver coins were quoted at HK$2.80 
per five coins. 

Interest Rates 

Inter-bank interest rate was 24% % p.a. 
Letters of credit, 6 % p.a., and overdrafts 
and guaranteed loans, from 8 to 10% 
p-a. Chinese banks charged 12 to 15°/ 
p.a, on real estate mortgages. 
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COMPANIES & SHARES 


Market Steady & Fluctuations Small 


By Richard Ying 


HE volume of business transacted last 
week on the local share market 
averaged about half a million dollars every 
day. Interest was centred on Banks, 
Lands, Hotels, Utilities, Cements, Stores 
and Rubbers. Price movements were 
small and the undertone of the market at 
the close on Friday was steady. 


H.K. Banks Recover 


H.K. Banks rallied following the 
announcement of plans to merge the 
Hongkong and Mercantile Banks. About 
20 per cent of the business done on Friday 
involved transactions in H.K. Banks—130 
shares at $750. 


Amal. Rubbers Continue Firm 


Demand for Amal. Rubbers slowed 
down; 48,000 shares transacted last week 
as compared with 163,000 traded in the 
preceding week. Prices remained firm 
between $1.85 and $1.875. Investors 
were confident on account of the optimis- 
tic tone of the annual report made by the 
chairman. 

Actually, prospects for rubber during 
the next seven months are still uncertain. 


QUOTATIONS FOR SELECTED HONGKONG SHARES 


The chairman had also warned in his 
annual report: “Synthetic may be expected 
to take the major portion of the forecast 
increase in the demand for total rubber, 
both natural and synthetic.” He added 
however, “If this is accompanied by a 
marked demand for total rubber by the 
largest consumer country, the prospects 
for a reasonable steady commodity price 
in the current year should be bright.” 

The majority of shareholders figured 
that the earnings of the company during 
the first half of the year ending June 1959 
should be good enough to warrant at least 
an interim dividend the same as that for 
1957/58 if not better. 


Cements Edging Up 


Cements appeared to be edging up 
during the past two weeks. The recent 
increase in demand for this share was 
stimulated by the report that Green Island 
had been exporting more cement to 
Singapore, Malaya and other countries in 
S.E. Asia because these. countries were 
buying less Chinese cement. 

Shareholders were hoping far a dividend 
of at least $2.50; they. had expected much 
less during the first half of this year: 


Share November Last Week’s Rate Up & Down Dividend Estimated 
21 Highest Lowest Closing Yield 
HK Bank .... 740 750 745b 750 +$10 $45 6.00 
Union Ins ....  73.50n 75s 71.30 71.50 — $2 $3.40 4.76 
Lombard 27b 27 270 27n steady $2 7.41 
Wheelock 5.30 5.40 5.35 5.40 +10¢ 75¢ 13.89 
Intelny. onsen 5.05 B53 5b 5b steady 65¢ 13.00 
Allied Inv 4.025n 4.025n 4.05s 4.025n steady 25¢ 6.21 
HK & FE In 9.50s 9.50s 9.50s 9.50s steady 80¢ 8.42 
HK Wharf ...  94n 95s 95s 95s steady $9 9.47 
HK. Deck «:... . 43 43s 42b 435 steady $2 4.65 
Provident Rye 12.30s  12.40s 11.90b 12.10n — steady $i 8.26 
Hkeland 2i.. 3025 ~ 3025 30 30 —25¢ $2.40 8.00 
HK Realty ... 1.375 1.375s 1.35b 1.35 —2%¢ 15¢ 11.11 
HK Hotel 7250" 2240 21°40 21.10 21.40s steady $1.50 7.01 
Star Ferry .... 106s 103 102 102 —H4 $9 8.82 
Valuation 2 oO) 90.50 89 89b —$1 $7.50 8.43 
sEranso= ait 25.80 25.80 25.50 25.60 —20¢ $1.90 7.42 
BightP as.rae 17.10 17.10 XD16.30 XD16.30 -—20¢ $1.10 6.75 
Blecttics “dscct 24.40 24.50 24.20 24.30 —10¢ $1.90 7.82 
Telephone 23.90 23.90 23.70b 23.90s steady $1.50 6.28 
Cement 24:80) 225 24.70 24.70 —l0¢ $3 12.15 
Dairy Farm ... 15.60b 15.60 15.50b 15.50 —10¢ = $1.775 11.83 
Watson ...... 12.50 12.80 12.50 12.80 +30¢ $1 7.81 
Amal Rubber .. 1.85 1.875 1.85 1.85: firm 20¢ 10.81 
PL EXUIG: soe ee 4n 4n 3.85n 3.85n —15¢ 60¢ 15.58 
Nanyang 7.05n 7.05 7b 7b steady $1.10 15.71 


FAR EASTERN 


ECONOMIC REVIEW 


(The company paid a dividend of $4 per 
share in 1956 and $3 last year). . 


China Lights Steady 


China Lights closed 20 cents lower, 
exdividend. Like other utility shares, 
Lights retained steady demand and price. 

According to the chairman’s report for 
the year ended September 30, 1958, a 
sum of $2,066,598 is carried over to next 
year’s accounts after the distribution of an 
interim dividend of 50 cents plus a final 
dividend of 60 cents per old share and 
40 cents plus 48 cents per new share. The 
amount brought forward from the preced- 
ing*year was $1,901,667. 

The company’s profit last year amounted 
to $12,296,844 compared with $10,220,687 
for the preceding year. Total amount 
paid out as dividend for the year ended 
September 1958 is $12,131,913 against 
$10,120,000. 

The chairman also disclosed that the 
first stage of the company’s expansion 
programme in the Power Station is nearly 
over. “However, there is an equally im- 
portant side to our undertaking which is 
likely to require a considerable amount 
of money during the coming year: I refer 
to distribution,” he warned. 


